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OF THE B-G DITCHER Speeds 


Tractor Type Pnevu 
15 m.p.h. Road Speed Tires 


@ Vertical Boom @ All-Weather Traction 
@ Automatic Overload @ Hydraulic Brakes 
Release @ Automotive Steering 
* 


@ Hydraulic Boom Control Year-round Operatic 


Wodel 705 ROAD SPEED 15 M.P.H. 


Here's the machine that’s been sorely needed in Requiring no trailer, the Runabout is a completely 
scattered service trenching . . . it's the B-G Runabout man machine, establishing a new standard of eco 
Ditcher, driven from job to job by its qpane at 15 in ditching for gas, telephone, water and power li 
m.p-h. Cutting 5% wide and down to 4 deep, the It is ready for work at the next job upon arrival. 
Runabout offers ten cutting speeds for most efficiently ‘ “ - 
meeting the local conditions. It has proved its ability unloading, yen adjustments, Sa pam 
to cut through such difficult materials as frozen ground ‘igned for simple operation and easy servicing, 
and bituminous pavement. B-G 705 Ditcher uses IHC-1-6 Tractor Components.! 
Mounted on pneumatic tires, this Ditcher is easy on complete information about this and other B-G Ditc 
walks and lawns, making it ideal for house connections. see your Barber-Greene Representative or write, Ba 
Simply raising the boom makes it ready for travel. Greene Company, Aurora, Illinois. 
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BARBER BURNERS 


A Suggestion for More Conversion Sales: 





——— 


No. 324-D 
—with electrically operated 
diaphragm gas control valve 


For extra protection against uncertainties in the sup- 
ply of heating fuels, many dealers are advising that 
home-owners equip their solid-fuel furnaces or boilers 
with Barber Automatic Gas Conversion Burners. This is 


good sense for both replacements and new homes. 


For dependability and efficiency, use Barber Gas Conversion 
Burners, made in sizes and capacities to fit all types of round or 
oblong furnaces and boilers. There is no comparison whatever 
between the average mixer-type gas burner and the Barber Vacuum 
pre-mixture, employing the famous patented Barber Impinged Jet. 


Equip your jobs with genuine Barber units. 


Listed in A.G.A. Directory of Approved Appliances. 
Ask for new Catalog and prices 
on conversion burners, appliance burners, and pressure regulators. 


HE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


e BARBERS73%5BURNERS- ee 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Motor-operated 
KINNEAR 


DOORS 


respond with 

magic ease to 

push-button 
control 


It’s sheer magic the way you can shave manpower 
losses and plug profit drains at doorways with Kin- 
near Steel Rolling Doors. A split-second and mere 
finger-tip pressure are all the time and effort needed 
to start or stop these doors equipped with rugged 
Kinnear Motor Operators. Any number of push- 
button stations can be placed at strategic points— 
at door jamb for on-the-spot operation and else- 
And any 


number of doors can be operated from a single 


where for step-saving remote control. 


station. 


The KINNEAR MANUFACTURING CO. 


Factories: 2060-80 Fields Avenue, Columbus 16, Ohio 
1742 Yosemite Avenue, San Francisco 24, California 


Offices and Agents in Principal Cities 


The prompt, glide-smooth door action is possible 
because the Kinnear interlocking-slat steel curtain 
lifts vertically and coils compactly above the lintel. 
Openings remain completely clear. All surrounding 
floor and wall space is usable. This tough, flexible, 
all-metal door protector withstands years of weather 
attacks; resists fire and theft. 

For a better check-rein on profit leaks in plant 
operation, rely on efficient, economical Kinnear Steel 
Rolling Doors. Built any size, for installation in 
old or new buildings. Write for more facts today. 


Saving Ways in Doorways 


KINNEAR 


LING DOORS| 
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I N this issue, it is our sad duty to chron- 
icle the passing of one of the few 
remaining pioneers of public utility regu- 
lation whose subsequent career paralleled 
the establishment, success, and expansion 
of that system in the United States. In 
our news department (page 121) we re- 
cord a brief history of the late John E. 
Benton, who for a quarter of a century 
was the general solicitor and guiding 
spirit of the National Association of Rail- 
road and Utilities Commissioners. Ben- 
ton first became a member of the New 
Hampshire Public Service Commission 
in 1911, and devoted his life to the devel- 
opment and preservation of commission 
regulation in the utility field. He was 
one of the few remaining leading figures 
in that field whose activity spanned the 
history of state regulation almost from 
its inception. Such contemporaries in this 
distinguished roster as West of Mary- 
land; Eastman of Massachusetts; Esch 
of Wisconsin ; and others have gone be- 
fore him. Few are left of the public- 
spirited band of idealists who tended 
commission regulation in its swaddling 
clothes. In the passing of Judge Benton 
we-salute not only his memory, but, 
through him, this entire gallant company. 





JOHN E. BENTON 
JULY 15, 1948 
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ROBERT NEWCOMB 


HE recent flood disasters in the 

Columbia river basin have appar- 
ently released a flood of fresh agitation 
for more and bigger multipurpose Fed- 
eral projects. Of course, the existing 
major Federal structures on the Colum- 
bia river were neither designed nor op- 
erated for flood protection. 


IN a recent public interview Frank 
Banks, resident manager of Grand Cou- 
lee, pointed out that the power and irri- 
gation commitments of that project 
require it to be kept at full or nearly full 
reservoir capacity, thereby eliminating 
its usefulness as a flood-control project. 
But even if the reservoir had been emp- 
tied in anticipation of the Columbia river 
flood, Banks observed that it would only 
have delayed slightly the eventual flood- 
ing of the Columbia valley. The reservoir 
would have filled up quickly and then 
the flood would have gone on to do just 
as much damage. 


THE reason for this situation on the 
Columbia river is that the 54-year record 
flood could not have been held back or 
controlled to any extent by such struc- 
tures as Grand Coulee or Bonneville, 
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A PIPE DREAM? 


Yes, you might call the TD-24, “A dream 
on a pipeline job.” Owners and operators do! 
This TD-24 is supporting 20-inch pipe and 
a wrapping machine on a pipeline project 
near Kermit, Texas. The soil is sandy but, as 
operator Emmett Wilkerson says, “—both 
tracks under power on turns are a great help 
—won’t bog down. The weight and power of 
the TD-24 allows us to work a heavy load 
farther from the ditch, preventing cave-ins.” 
Yes, the TD-24 really is a “dream 
tractor.” It has tremendous power — 
more than any other industrial crawler. 
And it has dozens of other features: 


Listen to “Harvest of Stars” every 
Wednesday on your CBS Station. 


INTERNATIONA 


CRAWLER TRACTORS + WHEEL TRACTORS 





Hydraulic steering with power on both tracks, 
instant high-low range shifting, eight speeds 
forward and eight reve ese are just a 
few of the exclusive TD-24 features. 

There’s an International Crawler to fit 
every pipeline project. Your International 
Industrial Power Distributor will help you 
choose the right International Power for your 
needs. He will supply the Power that pays off! 
And that’s no pipe dream! 


Industrial Power Division 


INTERNATIONAL HARVESTER COMPANY 
Chicago 1, IIlinels 


ngs 


DIESEL ENGINES + POWER UNITS 
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situated on the main stream. Such relief 
could only have been brought about by a 
series of costly structures operated chief- 
ly for flood-control purposes—meaning 
reservoir capacity in the highlands where 
the melting run-off could be caught and 
released according to scheduled control. 


O' course, Federal officials generally 
could not humanly be expected to 
emphasize this negative feature of Fed- 
eral development on the Columbia river 
so far. Rather, the shock of physical dam- 
age from the flood offered a tempting 
opportunity to generalize along political 
lines concerning the benefits which 
“might have been” except for, obstruc- 
tion by the opposition. At the same time, 
it was a signal for Interior Department 
and Army Engineers to bring out of the 
drafting rooms, grandiose plans for more 
and more Federal spending on river and 
basin improvements generally. 


But the simple, homely fact that “‘a full 
barrel catches no water” was found out, 
appreciated, and acted upon as a flood- 
control policy by the people in the Miami 
district in Ohio years ago. With the back- 
ground of the current argument going 
on, largely at cross-purposes, over what 
should or should not be done by way of 
further development on the Columbia 
river and other river basins, the opening 
instalment of the 2-part serial in this is- 
sue by Joun P, CALLAHAN, The New 
York Times financial and business writer, 





JOHN P. CALLAHAN 
JULY 15, 1948 








should make timely as well as instructive 
reading. 
* * XK XK 


= article involving a timely is- 
sue during the current political 
season deals with the question of labor 
relations in a field of expanding indus- 
trial activity of governmental enterprise. 
ALFRED M. Cooper, experienced writer 
and analyst of public relations problems, 
now a resident of Banning, California, 
gives us an up-to-date review of this 
question in his article “Labor Unions 
Can’t Do Business with Government” 
(beginning on page 86). That is a pro- 
vocative title, but all Mr. Cooper seeks to 
emphasize is that labor unions, their lead- 
ers, and members, must choose either 
between full and restricted right of col- 
lective bargaining with private enterprise 
on the one hand, or, on the other, very 
much restricted relations with an em- 
ployer who has the power even to deprive 
such unions of their supreme weapon— 
the right to strike. 


* aS 2K * 


OBERT NEWCOMB, whose § article 
R°'The House Organ Growing Up” 
begins on page 77, is a partner in the firm 
of Newcomb & Sammons, Chicago con- 
sultants to management in employer- 
employee communication, which has de- 
veloped communications programs for 
several of the country’s largest compa- 
nies. Many of the recommendations made 
here are based on employee attitude 
studies made by the firm in plants from 
coast to coast ; they have all had practical, 
in-plant application. A member of the 
professional faculty of the Medill School 
of Journalism at Northwestern Univer- 
sity, Mr. NEwcoms is a frequent speak- 
er before management groups and the 
author of several articles. In May he 
spoke on employer-employee communica- 
tion at the Public Utilities Advertising 
Association convention held in Cleveland, 
Ohio. 


THE next number of this magazine 
will be out July 29th. 
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Today, more Remington Rand punched-card 
accounting machines are being sold 
and delivered than ever before. 
Despite greatly increased sales volume, 
deliveries of new machines and 
machines incorporating major new develop- 
ments are up to normal pre-war schedules. 
Why ? We’ve transformed our post-war 
expansion blue-prints into fact. 
Increased sales and service staffs are hard 
at work, serving people like you. 


And new manufacturing facilities are 





producing at an all-time peak. 








and...on schedule! 























So...if you want skilled attention to 
your particular utility accounting 
problems... if you want the finest 
punched-card machines and methods 
available today... and want them NOW— 
then you want to get in touch with your 
Remington Rand sales representative. 
To start things moving, call our nearest 
branch office. Or write Tabulating Machines 
Division, 315 Fourth Ave., New York 10, N.Y. 
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RELATIONSHIP OF THE POWER INDUSTRY TO 
NATIONAL DEFENSE 

What would happen to the electric power industry if a third 
World War should come to the United States? Although ex- 
pressing only his personal opinion, this article contains a gripping 
account by an authoritative expert, J. W. Swaren, technical 
analyst of the Industrial College of the Armed Forces, of what 
the industry might expect would develop before and after such 
hostilities commence, and what would be required of the indus- 
try in order that it perform its function in traditional patriotic 
and satisfactory manner. 


CUSTOMER OWNERSHIP OF PUBLIC UTILITY EQUITIES 


Along about the mid-Twenties the idea gained ground in 
public utility industries that the sale and distribution of company 
securities to company customers would be a good way to bolster 
local good will and insulate the company from the vagaries of 
political fortunes with their effect on regulation. The ensuing 
economic depression featuring a drop in the value of utility se- 
curities brought this program of ‘‘customer ownership" into doubt 
and it was widely abandoned. More recently a revival of this 
plan has appeared. Has it any better chance of success today 
than a couple of decades ago? Ernest R. Abrams, experienced 
financial observer, gives us a review of the subject. 


IS LONG-DISTANCE POWER TRANSMISSION 
ECONOMICAL? 

Under modern conditions, the economics of long-distance 
power transmission concern not only the engineering technician 
but also company executives, public officials, and others whose 
duties require them to participate in the planning, location, and 
operation of large-scale power projects. R. C. Buell of the Gen- 
eral Electric Company gives us in this article the status of the art 
of economical high-voltage transmission today. : 


SINGLE PURPOSE FLOOD CONTROL PAYS OFF 
IN OHIO 
PART Il 


With the recent news of flood losses in the Columbia and 
other river basins has come some revival of agitation for extend- 
ing wholesale Federal expenditures for multipurpose projects to 
include more flood protection. John P. Callahan, New York Times 
writer, gives us the conclusion of his 2-part study of how the 
citizens of Ohio's Miami valléy took a different and successful 
approach to flood protection. 





A | SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest fe public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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RUST-OLEUM gives lasting protection 


x \t cuts 
maintenance Costs 


3 Way 


1. Apply Directly Over Rust 
Wirebrushing to remove scale and dirt 
is all that is necessary. Any rust left 
is eliminated when Rust-Oleum is 
applied. Avoid cost of sandblasting 
or chemical rust cleaners. 


2. Quick and Easy To Apply 

Brush, dip or spray. Rust-Oleum goes 
on quickly without professional equip- 
ment or labor. No brushmarks...flows 
out completely self-leveling. On aver- 
age jobs, 25% of normal time is saved. 


3. Costs Less Per Square Foot 

Material cost is less than 1-cent per 
square foot. Lasts 2 to 10 times longer 
than ordinary materials. Excellent 
decorative appearance and superior 
Performance. 


Rust-Oleum is the modern, quick, low-cost way to stop and prevent 
rust on iron and steel surfaces of buildings, towers and other equip- 
ment. Many public utilities use Rust-Oleum. It adds years of extra 
service to all metal. Rust-Oleum can be applied over metal already 
rusted. It penetrates rust...incorporates it in the film...and forms a 
tough, durable, elastic coating that defies rain, snow, dampness, fumes 
and other rust-producing conditions. It may be applied over clean 
metal or on surfaces previously painted which are sound. There are 
Rust-Oleum products for interior or exterior uses. Complete engineering 
service is available. A demonstration by a qualified specialist at no 
cost or obligation can be arranged promptly to show you how Rust- 
Oleum can reduce maintenance costs and constantly protect your large 
investment in buildings and equipment. A// colors and aluminum. 


GET ALL THE FACTS—Mail This Coupon NOW! | 


RUST-OLEUM corporation 


2457 Oakton Street, Evanston, Illinois 


Please send mea free copy of the new Rust-Oleum Catalog showing 
color selection and recommended uses. sae 


\ 


Name 
Company. 
pS ee 


Town a 


0 Check here for name of nearest distributor. 
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“There never was in the world two opinions alike.” 


CHARLES EpDISON 
Former Secretary of the Navy. 


Harry F, Byrp 
U.S. Senator from Virginia 


WI trorp [. KiNG 
Chairman, Committee for Consti- 
tutional Government. 


Wizsur J. BRons 
Columnist. 


CLARENCE J, Brown 
U. S. Representative from Ohio. 


HucH DaALton 
Chancellor of the Duchy of Lan- 
caster (Great Britain). 


EpiroriA} STATEMENT 
The Saturday Evening Post. 


Eucene HotMAN 
President, Standard Oil Company 
of New Jersey. 


H. A. GLover 
Vice president, Island Creek Coal 
Sales Company. 
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“We in America have a stronger weapon than the mon- 
strous lies of Nazi Germany and Soviet Russia; we have 
the truth.” 

* 


“The time has come for members of Congress to recog- 
nize that we must vote to preserve the solvency of the 
United States government.” 


¥ 


“... the progress of the nation is largely dependent upon 
the ability of the more prosperous segments of the popu- 
lation to save and accumulate capital.” 


* 


“Socialism’s basic tenet is public ownership of the means 
of production and in that essential characteristic it is at 
the opposite pole from Capitalism, ‘democratic’ or other- 

o 


wise.” 
a 
“With 6 per cent of the world’s population and 6 per 
cent of the total area of the earth, we cannot go on 
indefinitely feeding, financing, and policing the rest of the 
world.” 


> 


This Labor government has done much and will do 
much more to bring about greater equality both in the 
distribution of wealth and in educational and social op- 
portunities of all kinds.” 


“ar 


* 


“Even within the present fantastic level of expenditure, 
the tax system can be reformed so as to remove at least 
some of its destructive effect on the ability of savers and 
investors to save and invest.” 


* 


“If the men of industry cannot find ways of achieving 
more stable employment, people are likely to turn to gov- 
ernment, Whenever we turn to government for help in 
solving our problems, we give up part of our freedom.” 


* 


“Only positive action by Congress can make labor 
monopolies unlawful and Congress will act only when the 
American people wake up and recognize these facts and 
demand that these monopolies be prohibited by law and 
make their demands heard in Washington.” 


12 








Public Utilities Fortnightly 





(Case History #96) 


THE CUSTOMER'S DIGNITY WAS HURT. . . but the 

store had worse wounds to lick, Their floors were 

slippery; shoppers constantly took spills. Many 

were minor, but serious injuries hit a two-a-week 
upon average. While claims piled up, the store’s repu- 
opu- tation dropped. 











Ss Se 5 - ~ Mg ‘ 


“Can we write our own insurance?” the store Polished floors CAN be safe! A Legge floor expert 
asked itself. ‘Insurance companies can’t carry poor proved that. Six months ago he introduced a floor 
risks.” So when the insurance men blamed the slippery maintenance program that gave the store bright-look- 
floor polish, the store asked advice. “Call in Legge,” ing, Non-Slip floors. Not a single shopper has slipped 
was the answer. since then! ' 





ARE YOUR INSURANCE RATES TOO HIGH? 
Your accident record determines your liability insurance rates. Slippery floors keep both 
high. That's one of the “hidden” costs of old-fashioned floor maintenance discussed 
in our free booklet, “Mr. Higby Learned About Floor Safety the Hard Way.” 
Ir reveals other drains on overhead; tells how a Legge expert engineers a scientific 
upkeep plan to your floors that saves life, limb and dollars. 


IT'S YOURS WITHOUT OBLIGATION. For your U wavrer G. LEGGE CO., INC. i 
copy, clip coupon to your letterbead and mail. gg — canee > Qs i 
Gentlemen: 1 
Please send me your free book, “Mr. 


l 
l 
l 
OFWON-SL/P FLOOR MAINTENANCE en la aaaalicarta 
I 
I 
1 


Signed 
WALTER G. LEGGE COMPANY, INC. 


Title 
Type of Floor 

New York * Boston + St.lovis «+ Chicago + Ft.Worth + Seattle * Cleveland | 

los Angeles * Waoshington,D.C. * Denver «+ Rochester * Pittsburgh * Detroit a sq. ft pas 
——_—_ 
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REMARKABLE REMARKS—( Continued) 


EMIL SCHRAM 
President, New York Stock 
Exchange. 


EpitoriAL STATEMENT 
The Wall Street Journal. 


Cuartes E. WILSON 
President, General Motors 
Corporation. 


Cuares L, DEARING 
Brookings Institution, 


James B. Conant 
President, Harvard University. 


A, R, Everson 
Executive vice president, New 
Jersey Taxpayers Association. 


Dona.p R. RICHBERG 
Partner, Davies, Richberg, Beebe, 
Busick & Richardson. 


EpitoriAL STATEMENT 
The Knoxville Journal. 


Ben Moret 
President, Jones & Laughlin Steel 
Corporation. 


Rosert E, Freer 
Chairman, Federal Trade 
Commission. 
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“The essence of progress is the flow of capital into 
productive enterprise.” 


> 


“There is no halfway house in this totalitarian busi- 
ness ; it is all or nothing.” 


* 


“Unless we produce more there will be a shortage of 
the things we need in our daily lives.” 


* 


“When government takes over a given field of activity, 
it brooks competition only on its own terms,” 


* 


“We endanger our political and social solidarity if we 
close our eyes to the nature of the spiritual unity of this 
nation.” 


a 


“If TVA and the area it supplies are going to compete 
with New Jersey and other industrial states for tax- 
paying business, TVA should be required to meet the 
facts of business life.” 


a 


“The law has given and the law must take away the 
special privileges and immunities by virtue of which labor 
unions have been practically licensed to violate the laws 
that punish all others who engage in comparable con- 
spiracies to injure their fellow citizens.” 


> 


“The principle was recognized long ago that holding 
companies should be broken up to prevent them from 
becoming too powerful. But they never attained anything 
like the power of the big unions. It looks like legislation 
to do to the unions what was done to the holding com- 
panies is now in order.” 


aa 


“This process of continually increasing productivity 
through increasing mechanization which is going on in 
the steel industry is also going on in all other American 
industries. As a result of the increasing productivity of 
individual human effort there are more goods available 
for distribution as real wages to each of us,” 


¥ 


“TLong experience] convinces me that it is undesirable 
to substitute for our present antimonopoly laws under 
which government’s duty is only to keep competition free 
and fair, a system of regulation of business under which 
it becomes the government’s duty to see that industrial 
prices and practices are kept ‘reasonable’ in the public 
interest.” 
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@ growing plant investments with higher new 
money costs 


4 3 e —-, and qengne loads 














— we 


_ 





Appraisal . Budget . Business Studies - Consulting Engineering * Design & Construction . 
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Your customers’ bills 
may point the way! 








N ANALYSIS of your customers’ most Send for FREE booklet 
recent bills may disclose certain im- . ; 
portant trends... Get the facts about this accurate and economical 


... trends that will point the way to you analyses method of your customers’ usage data. 


for planning rate and promotional pro- Write to us today for “The One-Step Method 
— of Bill Analysis.” You will be glad you did! 

Made regularly 
Many utilities all over the country regu- This Bill Frequency Analyzer automatically classifies 
larly have such analyses made. and adds in 300 registers—in one step! 


But these analyses are not turned out Y 
in utilities’ offices—they are done on the 
special public utilities machines of the 
Recording and Statistical Corporation. 
And for very good reasons: 

Executives of utilities are finding that 
they can get accurate and helpfu) data in 
one-half the usual time—and at one-half 
the usual cost! ; 
‘ These tabulations are made on specially 
designed electro-mechanical equipment. 
As many as 200,000 bills can be analyzed 
each day by our trained personnel. 


The cost to you is only a small fraction 
of a cent per item! 


RECORDING AND STATISTICAL CORPORATION 


102 MAIDEN LANE, NEW YORK 5, N. Y. 
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CAN YOU BENEFIT 
FROM THESE SPECIALIZED 


Public Utility 


BANKING SERVICES? 


Y “SPECIALIZED” banking services we 

mean simply this. Irving Trust has a separ- 
ate Public Utilities Department. It is staffed with 
men whose practical experience qualifies them for 
service to the utility industry. 

The sole function of this department is to help 
utilities with their particular financial problems 
and assist them in formulating their programs. 

Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 
experienced officers—and, needless to say, access 
to all the deposit, loan and corporate agency 
facilities of a large commercial bank. 


TOM FP. WALKER 


is our Vice President in charge of this Department. 
Prominent in the top management of utility com- 
panies for over thirty years, he is thoroughly familiar 
with all phases of the industry. 
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NEW YORK 


Capital Funds over $114,000,000 
Total Resources over $1,100,000,000 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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DON'T MISS THIS “HIT” SHOW! 
Pittshurghs Store Modernization Caray; 


WHeEN the Pittsburgh Caravan reaches 

your locality, make sure that you at- 
tend one of its “performances.” 

Here’s a unique store moderni- 

zation and store-lighting show. Two 

truck-driven 26-foot trailers are util- 

ized in the caravan—each trailer con- 

taining six faithfully reproduced scale- 

models, like the one below, showing the 

latest trends in store front and interior 

designs and in modern lighting techniques. 






Each of the twelve miniature models is 
life-like in every detail. A wide variety of 
businesses are covered, with their indi- 
vidual problems ingeniously resolved. 

If you are interested in new and more 
effective ways of building and lighting 
retail stores, you'll find the Pittsburgh 
Caravan well worth seeing. Since the tour 
will last many months, advance publicity 
will inform you when it will reach your 
vicinity. Watch for it. 


July 15, 1 


“PITTSBURGH 


STORE FRONTS AND INTERIORS 


PAINTS «+ GLASS * CHEMICALS + BRUSHES «+ PLASTICS 


os oe Be ace PLA €2e ee ee COMPANY 
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Exide 


BATTERIES 
1888... Dependable Batteries for 60 Years... 1948 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 


Exide Central Station Batteries 
ARE DIFFERENT... with the unique 
manchester positive plate.... 


The Exide Battery with the manchester positive plate 
is power packed. That’s because this plate is of unique 
lead button construction. The buttons . . . rolled strips 
of corrugated soft lead . . . are forced into holes of a 
special lead-antimony grid. Forming action expands 
the buttons and locks them securely in place. The re- 
sult . . . tremendous reserve power, long life, trouble- 
free performance. ; 


Exide Batteries have earned the confidence of en- 
gineers everywhere. Their widespread use. for con- 
trol bus operation and other storage battery tasks 
is proof of their dependability, long life and low- 
cost maintenance. 


Whatever your storage battery problems may be, 
Exide engineers will be glad to help you solve them. 
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OVERHEARD BETWEEN AN 


“No- its completion time, not starting time, that counts! 


ARCHITECT AND AN INVESTOR: 











“YOUR INVESTMENT IN A BUILDING 

CAN’T PAY OFF UNTIL THE TENANTS 

MOVE IN. Build with steel floors and they move 

in much, much sooner. No matter how you build, you have 
to allow time for demolition and excavation. By that time, your 
steel is ready. And then, steel Q-Floors will knock another 

20 to 30% off construction time. 

“Look at this model. Those cells are the steel Q-Floor. It 
is dry, noncombustible, clean. It goes up as fast as the frame 
No temporary forms, no shoring. Two men can lay 32 sq. ft. of 
Q-Floor in half a minute and it immediately becomes a dry, 
working platform. Even in freezing weather, work speeds along, 
not delayed by wet materials. 

“This is just the first reason for Q-Floors. Think of the electrical 
availability. After all, you're investing for thirty, forty, fifty 
years. And you sometimes forget that floors are what a building 
is for. Even though the floor is a small fraction of total cost, 
floor space earns the income. It should be alive with ducts, 
pipes, wires, the earning arteries of a structure. You don't want 

. your building born with hardened arteries, with monolithic 
slabs for floors. 

“See how the load-carrying steel cells of Q-Floor are crossed 
over by raceways for wires of every conceivable electrical 
service. This is your assurance that your investment will keep 
step with future increased demands for electrical business 
machines. You can put an outlet on every six-inch area of the 
exposed floor. It literally takes only a few minutes. Floor 
layouts are permanently flexible. Alterations tremendously 
simplified. It saves a huge amount of money over the years. 

“And Q-Floor costs less than the carpet that covers it. 

“There is no reason for not having Q-Floors.” 





H. H. ROBERTSON COMPANY 
2424 Farmers Bank Building, Pittsburgh 22, Pennsylvanic 
Factories in Ambridge, Po., Kemilton, Ont., Ett pert, Englend 


Offices in $0 Principal Cites Or World-Wide Building Service 
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Chattanooga, Tenn., 





4 American Water Works Association, Kentucky-Tennessee Section, will hold meeting, 
Aug. 23-25, 1948. 








@ American Road Builders Show begins, Chicago, Iil., 1948. 











Wash., Aug. 24-27, 


{ American Institute « foots Engineers will hold Pacific general meeting, Spokane, 
948. 









4 National Council of State Boards of ata Examiners will hold annual meeting, 
Salt Lake City, Utah, Aug. 27, 28, 1948. 















{ American Water Works Association, Minnesota Section, will hold meeting, Winnipeg, 
Manitoba,Canada, Sept. 1, 2, 1948. 





20 Sept. 10, 1948. 





¥ New Jersey Gas Association will hold one-day convention, Spring Lake, N. J., 


© 





{ American Society of Civil Engineers begins annual convention, Seattle, Wash., 1948. 





q — Gas Association will hold gas school and conference, Ames, lowa, Sept. 13, 14, 
1948. 





Pa., Sept. 13-17, 1948. 


q Instrument Society of America will hold instrument conference and exhibit, Philadelphia, 














1 Pacific 
Sept. 14-16, 1948. 





Coast Gas Association will hold 55th annual convention, Santa Cruz, 






Cal., 











¥ American Water Works Association, New York Section, will hold meeting, New York, 
N. Y., Sept. 14-17, 1948. 





26 ioe 16, 17, 1948. 











q Rocky Mountain Telephone Association will hold annual convention, Denver, Colo., 









4 National Television and Electrical Living Show will be held, Chicago, Ill., Sept. 18-26, 
1948. 





1 
28 Sept. 22-24, 1948. 











American Water Works Association, Michigan Section, will hold meeting, Flint, Mich., 
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Hydro in the Adirondacks 


(Salmon river station near Pulast 
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Courtesy, Central New York Power Corporation 
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Single Purpose Flood Control 
Pays Off in Ohio 


PART I 


With the recent news of flood losses on the Columbia and other 

river basins has come some revival of agitation for extending 

wholesale Federal expenditures for multipurpose projects to 

include more flood protection. Here is a study of how the 

citizens of Ohio’s Miami valley took a different and successful 
approach to flood protection. 


By JOHN P. CALLAHAN* 


ITH the certainty of death, Na- 

ture continues to present her 

annual drama of stark terror 
in three acts: Rain, Flood, Death and 
Wevastation. Despite centuries of re- 
peated performances—ever since the 
Deluge in 2348 BC when Noah floated 
his 20,000-ton ark, despite the mount- 
ing fatalities of its unwilling players, 
the show has lost none of its hell-on- 
tarth horror. 


*Writer of utility, financial, and news de- 
opments for The New York Times. 


So great, so deep, so moving is the 
melodrama, that the nation’s press un- 
failingly plays the story across the 
front page in banner headlines before 
the curtain falls on the last act: SIX 
DEAD, THOUSANDS HOME- 
LESS AS FLOODS SURGE IN 
EIGHT STATES... MAD RIVER 
ON RAMPAGE; THREATENS 
200 FAMILIES. You've read them 
before; you may even have thought for 
a brief moment or two about how the 
show could be stopped ; or at least how 
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it could be rewritten to cut costs to a 
minimum. But, usually, you could do 
no more than wonder. 

Occasionally the devastation is so 
complete that something has to be done. 
Some communities have even stopped 
the floods. 

The people of Dayton, Ohio, and 
adjacent communities did it after the 
flood of 1913, one of the worst in the 
nation’s history. (It was the tenth 
flood in the Miami valley in 108 years. 
The first occurred in 1805, nine years 
after a settlement was established in 
Dayton. Thereafter the valley aver- 
aged a flood every decade. ) 

The 1913 flood was a mighty big 
show. By comparison, Hollywood’s 
“colossals’’ would have looked like a 
kids’ show in the backyard, as Nature 
spread the performance over the south- 
western section of Ohio —a set that 
cost over $66,000,000. It ran from 
March 23rd through March 27th and 
had a cast of 361, each in a starring 
role, who were on stage for 100 hours. 
It was their last performance on earth. 
The production was called “The 
Doomed City,” and it played to a full 
house — half-a-million people — but 
only one-fifth of the audience had seats 
up front—the 100,000 from Dayton. 
That same flood struck elsewhere in 
the nation, claiming about a hundred 
lives in Indiana, Kentucky, Missouri, 
and West Virginia. 


ee is the story of how the people 
of Dayton averted future floods 
and how other sections of the United 
States can adopt the idea, or a varia- 
tion of it, depending on topography, 
and prevent the loss of thousands of 
lives and millions of dollars in the fu- 
ture. We must not wait until our cities 
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become doomed cities, like Dayton wa 
Lending factual significance to 
enormity of the price uncontrolld 


waters have exacted in the past thirty 


five years, the American Red Cro 
tells a poignant story in number 
Since March 23, 1913, more than 2) 
600 persons were killed, and over 21, 
100 injured. It was impossible to plag 
a dollar value on the tangibles lost, per 
sonal or real property. More than 80, 
000 buildings were destroyed, and, 0 
that total, 41,487 buildings were wipe 


out in the flood of March, 1927, in th 


Mississippi valley when 246 lives wer 
lost. The inestimable further cost i 


real property losses is emphasized igm 


the total of 180,507 buildings damaged 
in that flood. No estimates of th 
number injured, or the buildings de 
stroyed and damaged, are availabl 
from the 1913 flood, but it has been 
variously estimated by survivors tha 
more property damage occurred at thal 
time than in the next record flood i 


1927. 


| Byroney to popular opinion, floods 
do not wait till the spring to 
strike. The Red Cross’ 35-year tally 
shows every month of the year as hay- 
ing had a flood. The degree of fre 
quency, however, is highest in the 
spring. During the past thirty-five 
years, for example, six of the major 
floods came in April, five occurred dur- 
ing the months of March, May, June, 
and July, three struck in the months of 
January, August, and September, there 
were two floods in February, Novem- 
ber, and December, and but one of the 
floods happened in the month of Oc- 


tober—that was the Texas flood from: 


the Rio Grande river in 1932 that 
claimed thirty-two lives. There were 
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any more floods than those included 
dn the Red Cross compilation, and their 
hbsences can be considered as another 
ndication of the frequency of so-called 
‘small” floods. Excluded from the Red 
ross list are floods in which nine or 
ewer lives were lost. A flood is no less 
isastrous because it claimed nine or 
fewer lives. The heartbreak is just as 
nal ; the loss, sometimes greater. 

If the people of Dayton stopped 
floods, what is the explanation for the 
@ioregoing blot on man’s record of 
mprogress? Have no other communi- 
ies done anything to prevent the dev- 
astation? Hasn’t the Federal govern- 


miment done anything ? 
1 manne: of dollars have been 
spent in the drive against floods, 
but apparently millions of dollars more 
will have to be spent before stories such 
as are exemplified by the following ex- 
cerpts no longer will be part of the 
front-page news: In the second month 
of this year alone, there was an 
ominous commentary on what has hap- 
pened and what can be expected before 
the end of 1948, in view of the record 
snowfall this past winter: “Fifteen 
Dead in West Virginia, Indiana, and 
Mississippi in Two-day Flood”... 
“Turbulent Waters Rage in Eight 
States.” Of the fifteen flood victims, 
eight were killed in West Virginia, one 
lost his life in an Indiana flood. Mis- 
sissippi counted nine dead and forty- 


q 
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two injured. Clarksburg, in the north 
central part of West Virginia, reported 
the worst flood in sixty years. 

Even the $800,000,000 Tennessee 
Valley Authority, with its nineteen res- 
ervoirs, eight of which are on the main 
stream, must have had some embar- 
rassment when the Associated Press 
circulated nationally on February 15th 
the report that “On the Tennessee 
river the flood waters were too much 
for the great dams set up by TVA. 
The huge reservoirs filled and the wa- 
ter was released to rush over the low 
country.” 

Other communities have stopped 
floods, and so has the Federal govern- 
ment. But Dayton pioneered—in the 
early American sense of the word— 
and, at the same time, set an example 
of independence which, in retrospect, 
seems unique. Constructed without 
Federal grant, it appears to have been 
an accomplishment rare in a period of 
government by the government for 
some of the people at the expense of 


most of the people. 
| gmc we look into the efforts that 
made possible the construction of 
flood-control dams in the Miami valley, 
let us admit the probability that Dayton 
might still be a “Doomed City,” recov- 
ering from annual floods, if it weren’t 
for the terrible lesson its people learned 
at so high a cost thirty-five years ago. 
Mass lethargy is only shaken off by 


“THis ts the story of how the people of Dayton averted fu- 
ture floods and how other sections of the United States can 
adopt the idea, or a variation of it, depending on topography, 
and prevent the loss of thousands of lives and millions of 
dollars in the future. We must not wait until our cities be- 
come doomed cities, like Dayton was.” 
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calamity, when the “trouble” is too 
great a burden to be borne a second 
time. If it is sufficiently horrible, the 
people will be roused to final, effective 
action. 

After the flood receded from its high 
of 12 feet, and the added heartache of 
fighting raging fires had been mended 
partially, the people turned to the awful 
task of seeking their dead in the rows 
of evenly stacked coffins that filled the 
city’s makeshift morgues. There 
seemed no end to their misery. Plague 
was threatened by the disease-ridden 
carcasses of 3,500 animals, 1,400 of 
which were horses. These were re- 
moved and destroyed. 

This, then, was the first part, the 
early phase of a return to normalcy. But 
something more had to be done. Some- 
thing that would end forever the curse 
of the flood, a tragedy that scarred the 
hearts and the minds of many of the 
100,000 Dayton residents in 1913. 
While roof tops were being hoisted out 
of deep mud, and even before all of the 
basic necessities of decent living had 
been replaced, the thousands of people 
who had been marooned for three days 
and nights in attics and on roof tops, 
turned with a determination to the 
formidable task of permanent flood 
prevention. 


Ww an initial contribution of 
$160,000 by one of Dayton’s 
leading citizens, Adam Stantz, 20,000 
people quickly rallied under the effec- 
tive slogan: “Remember the Promise 
You Made in the Attic,” and contrib- 
uted $2,000,000 more for the imme- 
diate relief of the flood victims and the 
formation of plans to avert any more 
floods. Similar steps were taken by nine 
separate groups of citizens in adjacent 
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Miami valley communities—all moti- 
vated by the logical desire to protect 
themselves against future floods. But 
the problem was far beyond solution 
of separate groups; there were nine 
counties involved: Shelby, Miami, 
Clark, Greene, Montgomery, Preble, 
Warren, Butler, and Hamilton—all 
lying along the way of the 163-mile. 
long Miami river. To forestall a far 
greater flood disaster that would in- 
evitably result from independent local 
efforts unrelated to the work of the 
other eight counties, the Miami Valley 
Flood Prevention Association was or- 
ganized on May 15, 1913, with leading 
citizens from each of five communities 
serving in the group. Later, after 
formation of a Miami Conservancy 
District, the other four counties were 
represented. As Dayton already had 
the Flood Prevention group organized, 
however, the communities agreed on 
the suggestion that a complete survey 
be made and that the group recommend 
plans for the protection of each com- 
munity. The entire cost of the pre- 
liminary survey was paid for out of the 
$2,160,000 which the citizenry of Day- 
ton had donated for the cause. 


gp tage to the 9-county codpera- 
tive organization for solution of 
the problems attending the survey was 
the Conservancy Act of Ohio which 
Governor James M. Cox signed on 
February 17, 1914. Thus the counties 
forming the Miami Conservancy Dis- 
trict were legally united on June 28, 
1915. About 93 per cent of the $2, 
160,000 which the citizens had contrib- 
uted to the Dayton relief committee 
was returned to its donors after the 
MCD had sold a bond issue to cover its 
operating expenses, 
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Tennessee Valley Authority 


“. . . the $800,000,000 Tennessee Valley Authority, with its nineteen 

reservoirs, eight of which are on the main stream, must have had some 

embarrassment when the Associated Press circulated nationally on Febru- 

ary 15th the report that ‘On the Tennessee river the flood waters were too 

much for the great dams set up by TV A. The huge reservoirs filled and 
the water was released to rush over the low country’.” 





Gapping the time between transfer 
of the work from the Miami Valley 
Flood Prevention committee to the 
Miami Conservancy District, there 
were contentious days during which 
the likelihood of effective codperation 
among the counties seemed dim. But 
eventually realization of the urgent 
need for absolute, complete unity to 
accomplish the vital work necessary to 
avert further disaster soon mitigated 
petty sectional jealousies. Some of the 
local governmental agencies, avid for a 
big rdéle in the formidable task ahead, 
vied for control. Few of the partici- 
pants care to recall these “incidents” in 
the light of the great accomplishment 
of their codperative efforts. “In retro- 
spect,” some of them have said, “we 
_ feel like the little fellow who wouldn’t 

go rowing with his playmates unless 
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they allowed him to do all the rowing. 
Finally, he gave in. When they arrived 
at the other side of the lake he secretly 
realized that he could never have rowed 
it alone.” 


7 we touch upon the method 


of financing the $31,000,000 
Miami Conservancy District—a meth- 
od, incidentally, which the Federal gov- 
ernment could look into as a favor to 
the taxpayers—let us listen to an 
anecdotal aside by the man who has 
been closest to the whole project since 
the first day of the disaster, Colonel 
Edward A. Deeds, chairman of the 
board of directors of the Miami Con- 
servancy District since it was estab- 

lished on June 28, 1915. 
Colonel Deeds told this story on De- 
cember 11, 1944, when he appeared as 
JULY 15, 1948 
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a spectator at a session of the court of 
common pleas, whose nine judges, rep- 
resenting each of the counties in the 
Miami Valley District, were reviewing 
the year’s activities of the conservancy 
district. It was not unusual to see Colo- 
nel Deeds present at this otherwise 
routine review of the financial and 
other operational aspects of the dams, 
but those who were there that day said 
his half-hour discourse was one of the 
most memorable, intimate, and in- 
formative chapters in the history of 
the project. 


— the court’s permission for 
the deviation, he recalled the sale 
of the first bond issue, funds from 
which were applied to the initial con- 
struction phase of the dam sites. 
“After negotiating the sale in New 
York (presumably, he referred to an 
issue of $15,000,000 of long-term 
bonds sold to an investment syndicate 
headed by National City Bank of New 
York on December 3, 1917), the pur- 
chaser made as a condition that ap- 
proval of the Secretary of the Treasury 
in Washington be secured. World War 
I was on and bond issues were prac- 
tically prohibited. Mr, Frank Vander- 
lip consented to present me to the Sec- 
retary at some convenient time. After 
anxiously waiting for days, the call 
came at the beginning of a Thanksgiv- 
ing dinner of which I never partook. 
We met at Secretary McAdoo’s home. 
I made poor progress in presenting my 
case and was being derailed by the 
statement that he would not give ap- 
proval without congressional consent. 
I countered by stating that more than 
half a million men and women in the 
once-stricken Miami valley were 
anxiously awaiting the outcome of this 
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interview. The word ‘voters’ was 
never uttered, but it appeared infer. 
entially and interest in the cause was 
suddenly awakened. After a long dis- 
cussion we decided that an exchange of 
carefully prepared letters could be 
made and thus avoid the necessity of 
congressional sanction. The letters 
were exchanged. The Secretary’s in- 
terest in the project continued through 
to its completion. He even permitted 
the use of his letter in the bond circular. 
The sale was promptly consummated 
and the Miami Conservancy District 
was in funds.” 


HILE there can be little doubt of 
the successful flotation of a bond 
issue for such a purpose as flood con- 
trol, particularly when the underwriter 
or underwriting group knows with the 
whole nation that the people of the lo- 
cality offering the issue were exten- 
sively engaged in agriculture, heavy 
industry production, and a major part 
of the rubber manufacturing industry, 
nevertheless it takes more than ordi- 
nary bond salesmanship for the Secre- 
tary of the United States Treasury to 
endorse the undertaking. Other than 
recommending the purchase of govern- 
ment securities, no Secretary, or any 
other Cabinet member, has _ been 
known to lend such sincere support to 
a non-Federal financial transaction. 
Colonel Deeds has distinguished 
himself repeatedly since then as the 
chairman of the National Cash Regis- 
ter Company. As a fitting climax to 
his unswerving loyalty and almost com- 
plete devotion to the cause of the Miami 
Conservancy District, Colonel Deeds 
personally donated to the Miami Con- 
servancy District in July, 1915, the 
dignified and spacious structure that 
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has: been its headquarters since that 
time. The structure, which stands as 
a monument to his untiring efforts, 
also houses a public museum which tells 
the pictorial story of the conservancy 
project. Its location is one of admir- 
able defiance; it faces the much sub- 
dued Miami river whose once-raging 
crests wrought the havoc of thirty-five 
years ago. 


et months before Colonel Deeds 
floated the first part of the $30,- 
000,000 bond issue, the Conservancy 
Court appointed a board of appraisers 
—Samuel M. Goodman, Charles W. 
Kiser, and J. Edward Sauer—who be- 
gan the long and tedious job of deter- 
mining the flood-control benefits which 
would result to real property owners. 
They appraised no less than 60,000 
separate pieces of property, and about 
one-half of the total benefits was as- 
sessed against the cities and counties as 
awhole. These assessments were made 
to a degree that a flood, the like of 
which they suffered in 1913, would af- 
fect them. The other half of the benefits 
was assessed to utilities and industrials 
who would be subject to flood. The 
value of the property, degree of pro- 
tection needed and provided, depth of 
flooding in the 1913 flood—all these 
factors were weighed in the assessing 
of costs for the construction. In an 
effort to maintain equality of assess- 
ment, all properties affected similarly 
by flooding were assessed like propor- 
tions of their value. For instance, all 
the properties having 10-foot depths of 
water over the first floor elevation in 
1913 were considered as benefited by 
the same percentage of their appraised 
value, and similarly for the other 
depths of flooding. When the benefits 
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were added up they totaled $77,000,- 
000. This was more than twice the 
actual construction cost. 

Receipts from assessments paid for 
the costs of constructing the flood- 
control works, purchase of land, etc. 
Of these assessments, $994,304 was 
paid in cash by the owners of the real 
property, residential, commercial, and 
industrial. 


HE serial bonds sold to provide 
the funds necessary to finance the 
projects amounted to $33,890,910, par 
value. The last of them will be retired 
on December 1, 1949; thus there will 
be levied against the property owners 
only a small fraction of the amount 
required during the past thirty years. 
Since about one-half of the total 
benefits was assessed against the cities 
and counties of the district as political 
subdivisions, about half of the annual 
tax is paid by these political subdivi- 
sions which, in turn, levy against all of 
the real property in the cities and coun- 
ties. This tax is included in the regu- 
lar realty tax levied by each county. 
The other half is levied against the in- 
dividual properties protected against 
actual flooding in proportion to their 
benefits and collections are made on 
separate tax bills to the property 
owners. 

Perhaps nowhere else in the United 
States or the world, for that matter, is 
the case against the multimillion dollar 
multipurpose dam so _ convincingly 
demonstrated. Here in a valley with a 
population of less than half that of 
New York city, the people have built 
five huge dams with a single purpose: 
flood control. Not once since the dams 
were completed in 1922 has there been 
a flood in the Miami valley. The basins 
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created by the dams have the capacity 
to hold a volume of water 40 per cent 
greater than that which rushed down, 
the valley in 1913. Although they have 
never been filled to more than 20 per 
cent of capacity, the valley rests secure 
in the knowledge that they are capable 
of meeting the greater tests which may 
well come in the future. Some of the 
dams have been tested more than 100 
times. 


gpm: Germantown dam, for ex- 
ample, located southwest of Day- 
ton, and directly west of Germantown, 
has had excess water stored back of it 
117 times. Englewood, the largest of 
the five dams, is located northwest of 
Dayton. Excess water has been stored 
back of that dam 119 times. The other 
three—Lockington dam, fourth larg- 
est, north of Piqua, has had excess 
water back of it 83 times ; Taylorsville 
dam, north of Dayton, the third larg- 
est of the dams, has had excess water 
stored back of it 31 times; and Huff- 
man dam, located just east of Dayton, 
and the second largest, has had excess 
water back of it 32 times. 

Why didn’t the district build multi- 
purpose dams, and thereby generate 
“cheap” electric power? Let the engi- 


Part II of this article will appear in the next issue 
of the ForTNIGHTLY. 
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neers tell you why: During a large 
flood, provision must be made for 
many times the amount of water the 
normal river channels carry. The use 
of the Miami Conservancy District 
dams for power development would 
not be advisable fromm a practical or 
financial standpoint. Power develop. 
ment and flood control can be provided 
for at the same time only by creating 
storage capacity additional to that nec- 
essary for holding flood water, since 
space used for storing water for power 
production cannot at the same time be 
kept empty and thus available for stor- 
ing water in time of flood. In the 
Miami valley, power can be developed 
more economically by other means than 
by such a combination. Furthermore, 
the loss due to permanently submerging 
the large areas of valuable farm land 
would be greater than the value of any 
power made available. 























They feel quite convinced of their § lar; 
single-purpose dam theory in the val- § def 
ley. Here’s what they have written on § in 
plaques at each of the five dams: “The § rel: 
Dams of the Miami Conservancy Dis- § dir 
trict Are for Flood Prevention Pur- § of 
poses. Their Use for Power Develop- § pr 
ment or for Storage Would Be a Men- 
ace to the Cities Below.”’ its 












employee.” 
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66 PQUSINEss management has no greater task today than to 

B make clear the facts of interdependence and of mutual 
interest and mutual progress. Understanding and unity, like 
charity, begin at home. We cannot have national unity without 
unity on a local level. And the place to begin to achieve that 
unity is in the individual business, in the development of con- 
fidence and trust and teamwork between manager and 












—H. H. Roace, 
Vice president, Westinghouse 
Electric Corporation. 






























The House Organ Growing Up 


As the principal medium of communication between 

company management and employees it is gaining 

height and weight—how it should be set up, with 

some suggestions as to the supplementary plant 
bulletin board. 


By ROBERT NEWCOMB* 


WORD in the dictionary has re- 
A cently taken on a new shade of 
meaning. It was once reserved 
largely for the telephone and telegraph 
departments ; now it keeps cropping up 
in the files of industrial and public 
relations managers and advertising 
directors, and occasionally in those 
of board chairmen and company 
presidents. 

The word is communication, and in 
its newer meaning it refers to the shar- 
ing of information between employer 
and employee. The word is important 
because now, at long last, management 
has decided to talk. The survival of 
the free enterprise system as we know 
it is to depend, to a great extent, on 
how effectively it talks. 

Our entire concept of communica- 
tion with employees is changing, and 
changing rapidly. The reason for it is 


clear enough: Management’s silence 


over the years, management’s failure 


*Chi public relations expert. See “Pages 
with the Editors.” 


to accommodate itself to change, has 
been maintained at a staggering cost. 
Management today is still picking up 
the check. 

American industry finds itself faced 
with such disturbing reflections of pub- 
lic viewpoint as the report of the Amer- 
ican and British Institute of Public 
Opinion that more people in the United 
States would prefer to work for the 
government than for private industry. 
However you want to define free enter- 
prise, it would appear that many people 
don’t seem to know what it is, and most 
don’t want to buy it. It’s about time 
management began to scrutinize its 
weakened lines of communication be- 
tween employer and employee, for 
that’s where the short circuit occurred. 

Ten years ago the principal medium 
of communication with employees, 
apart from haphazard and unorganized 
personal or group contacts, was the 
employee publication or “house organ.” 
Today the principal medium of com- 
munication is still the employee publi- 
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cation, but it has added height and 
weight. Some publications have put on 
long pants. Granted, in the less en- 
. lightened areas of management, the 
employee publication is still the dis- 
penser of shop gossip and the reposi- 
tory for blurred baby pictures and 
syndicated jokes. But on the whole the 
once lowly house organ has begun to 
move into its proper slot in the man- 
agement structure. 


F  xeesmmapie to accepted estimates, 
there are in the neighborhood of 
5,000 employee journals in the coun- 
try, for which industry is said to lay 
out around $50,000,000 a year. This 
is no small expenditure in any publish- 
ing bracket, and when you add to it the 
probable additional millions expended 
upon employee annual reports, infor- 
mational manuals, training guides, 
slide films, and allied media, the total 
outlay is substantial indeed. 

That the plant romance type of house 
organ hasn’t done a thing to build 
loyalty to a company ought to be self- 
evident. Some management men con- 
tinue to contend that these feculent lit- 
tle journals are a hallmark of manage- 
ment’s paternal interest in its em- 
ployees, but employees today are less 
concerned with paternalism than they 
are with knowing the score. When 
management doesn’t call it, somebody 
else does. 

Like many media of communication 
in general industry, those in the public 
utility field have come quite a distance 
in the last few years. Not only have 
they improved in number, editorial 
quality, and appearance; they reveal 
today a keener consciousness of the 
functions such media should perform. 

The first function of an employee 
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publication is to interpret management 
to employee. When it fails to do that 
essential welding job, then there jis 
something wrong with management’; 
policies, something wrong with the 
publication, or something wrong with 
both. Sales campaigns are launched to 
produce results; community-wide ef- 
forts are created to build good will but 
also to build business; technical 
changes are put into effect to lower 
costs and increase efficiency. If they 
fail, they are either altered or dropped. 
Why should the employee publication 
be an exception? That’s the new view- 


point. 


iy management’s new effort to reach 
the employee, the company publica- 
tion can and should play a major rdle, 
given half a chance to play it. Thus, 
when a company puts its employee 
journal under the glass, here are some 
serious and perhaps disquieting ques- 
tions it should be willing to ask itself: 

Does the publication truly serve as a 
medium of communication between 
company and employee? Or is it solely 
a reporter of social comings-and- 
goings? 

Does the publication announce, ex- 
plain, and interpret new policies and 
programs? Or does it let employees 
find out about them through rumor and 
hearsay? 

Does the publication earnestly dis- 
cuss the financial structure and opera- 
tion of the company so that employees 
understand these matters? Or does it 
wait until the union or public sentiment 
smokes out the answers? 

Does the publication operate accord- 
ing to a sound editorial policy, planned 
and programmed in advance? Or is it 
put together on a hit-or-miss basis? 
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Is the publication modern in appear- 
ance and editorial treatment? Or does 
it fail to stand up favorably against 
publications the employees are accus- 
tomed to read? 

Is the publication meshed efficiently 
into the industrial and public relations 
and advertising pattern of the com- 
pany? Or is it simply an organization 
orphan? 

Is the editor a competent and experi- 
enced journalist, or someone on part 
time from an office that could spare 
him? Is he given the time to do his 
job well, and the assistance he needs, 
or is his a labor of love, the last and 
least important of his chores? Is he 
paid enough to encourage his best ef- 
forts, or is his compensation so small 
that he is constantly looking for a big- 
ger job? Is he a plush-chair operator, 
measuring his personal importance by 
the size of the company he works for, 
or is he eager to mingle with his audi- 
ence to learn what the audience thinks ? 


D”™= the publication make it a point 
to link the employee to his job, 
his job to the company, the industry, 
and the democratic system? Or does 
the company blindly take the em- 
ployee’s love of the system and devo- 
tion to free enterprise for granted? 

Is the publication efficiently set up 
and produced, so that it appears regu- 
larly? Or do confusions over policy, 
copy approvals, and departmental 


jurisdictions in constant 
turmoil ? 

Last but far from least: Is the pub- 
lication produced primarily to satisfy 
management? Or are the interests, 
tastes, and concerns of the employees 
sincerely taken into account? 

Ten years ago, when management 
was still contentedly assuring itself 
that it couldn’t happen here, a typical 
employee publication embraced the 
areas of pertinent news represented by 
the following: “Who’s that blonde 
Jimmy G. of the forge line is buying 
sodas for every noon?”’; “Wonder 
what that new big job is that’s coming 
into the plant?” and “Bill Smith has a 
new baby at his house and is thinking 
of asking for a raise.” 

Today the rumors about Jimmy’s 
blonde achieve print in employee pub- 
lications less frequently ; employees are 
being told what new job is coming into 
the plant because management realizes 
that they want to know; and Bill 
Smith’s raise is a subject for collective 
bargaining. 


keep it 


bears if you are to build or mod- 
ernize an employee publication, 
you will safely include some or all of 
the following, on the basis of current, 
accepted practice: 


1, The operations article: This is the 
framework of the employee publica- 
tion of today. It is the planned report 
of the operations of a plant or depart- 


e 


“TEN years ago the principal medium of communication 
with employees, apart from haphazard and unorganized 
personal or group contacts, was the employee publication 
or ‘house organ.’ Today the principal medium of communica- 
tion is still the employee publication, but it has added height 


and weight.” 
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ment, generally done with heavy pic- 
torial emphasis. The text is simple, 
not too technical as a rule (you want 
to build your employee journal for the 
wife and family too). Editors use the 
device of showing identified employees 
on the job; these articles have definite 
continuity and are usually done in 
series. 

2. The company and industry eco- 
nomics article: This is the article that 
tells the employee where the company 
stands, so that he can figure where he 
stands. It’s the progress report, told 
in very simple language, with helpful 
pictures and charts or graphs. 

3. The end-use application article: 
This is the article that tells the em- 
ployee what happens to the product 
he has created. Whether it’s a steel 
plant or a public utility, the employee 
likes to know the end uses of his work. 
The end-use article not only informs 
him; it recognizes him for what he 
does. 

4. The community story: This is the 
company story told against the back 
drop of the communities it serves or 
in which it operates. This is a “nat- 
ural” for public utility journals, and 
several of the employee publications 
in the field do this sort of article ex- 
tremely well. 

5. The expansion and development 
story: This type of article reports 
progress and growth within the or- 
ganization. It can cover expansion of 
facilities, extension of markets, ac- 
quisition of plants, creation of new de- 
partments, or establishment of new 
systems, How it’s handled depends 
naturally on the situation. 

6. The personality story: These are 
the human interest features on people 
in the organization, at all levels. 

7. Editorials: These are the short, 
to-the-point departments that seek to 
make one definite, constructive point in 
each issue; that make it, and let it go 
at that. 


“Bes types of feature or depart- 
ment will include: Benefit and 
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welfare articles, safety, promotions 
and transfers, group recreational ac. 
tivities, hobbies, pictorial features, and 
the miscellany. The trend in the han- 
dling of plant personal items is to 
sectionalize or departmentalize them, 
prune out the gossip and the material 
of limited local interest, and to use 
good pictures. The front covers are 
coming in for some restyling, and it’s 
high time. 

This is a general pattern, inviting 
adjustment to specific needs. Com- 
panies are coming more and more to 
recognize that good employee publica- 
tions have not only great potential 
value in bettering employee relation- 
ships, but are also useful instruments 
in creating community good will. Thus 
many employee publications today are 
broad-gauged in their appeal so they 
will be of interest to people in the plant 
communities. 

Advertising departments in which 
the employee publication falls often 
utilize the journal to tell employees the 
company sales story, to invite their in- 
terest and codperation before a new 
product is introduced to the market, or 
a new service announced to the public. 
The use of company advertising many 
employees wouldn’t otherwise see is 
now pretty commonplace on publica- 
tion back covers, with an accompany- 
ing swatch to inform employees where 
the ad is to appear, the type of market 
at which it is aimed, the number of 
people the company hopes to attract to 
it. 

In public utilities journals there are 
many good examples of the sort of 
material outlined here. In an article, 
for example, called “More Gas System 
Improvements,” expansion and devel- 
opment plans are outlined for readers 
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First Function of Employee Magazine 


ro first function of an employee publication ts to interpret man- 

agement to employee. When. it fails to do that essential welding 

job, then there is something wrong with management’s policies, some- 
thing wrong with the publication, or something wrong with both.” 





of Tie Lines, the publication of the 
New York State Electric & Gas Com- 
pany edited by LeRoy MacLeod, who 
also introduced his readers to 1948 
with a rattling good front cover. 


iy ‘Men Behind the Meter” in the 
Current News of the Philadelphia 
Electric System, recognition is given to 
departmental employees by Ray D. 
Adams, editor, while a tribute is paid 
to employees of the Virginia Electric 
& Power Company in an article in the 
V epcovian called “Never Say ‘It Can’t 
Be Done’ ” ; the particular accomplish- 
ment the journal reported was given 
emphasis in a laudatory editorial in the 
same issue, edited by A. H. Herrmann. 

End product uses are demonstrated 
in an interesting fashion in the Boston 
Edison Company’s Edison News, 
where T. H. Carens, chairman of the 
paper’s editorial board, describes and 
illustrates the Boston Fish Pier, to 
which company service is supplied. 
(The same publication carries fhe an- 
nouncement of a new range to be of- 


fered the public—the announcement to 
the employees precedes that made to the 
public, which is as it should be.) 

In an article labeled simply “Blast 
Furnace,” the Associate of Eastern 
Gas & Fuel Associates does an expert 
job of an operations article, bringing 
in all the essential detail, and the em- 
ployees along with it; this magazine 
is edited by C. E. Downing. Utah 
Power & Light Company’s The Ctr- 
cuit, edited by J. H. Blomquist, handles 
the safety theme with particular skill, 
while Barbara Beach, editor of Around 
the System for New York’s Consoli- 
dated Edison Company presents a fac- 
tual, informative story in her “Annual 
Iventory a Huge Task” ; an equally in- 
formative report on the company’s 
business appears in Chicago’s Com- 
monwealth Edison Company’s Round 
Table, edited by Lora K. Briggs. 

These are only a few of the well- 
planned, well-edited features that can’t 
help but bring employees more closely 
into management confidence. There 
are undoubtedly many more. 
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Y gps from personal, day-to-day 
contact between employer and 
employee, for which there is no com- 
pletely acceptable substitute, the em- 
ployee publication is one of manage- 
ment’s most valuable mechanisms of 
communication. If you want to kick 
it around, it will serve your purposes 
feebly if at all; if you want to have it 
do a job, then give it as much confi- 
dence and support as you give a dozen 
less vital cases than employer-em- 
ployee harmony, and it will perform. 

Probably the second most used (and 
abused ) medium of employer-employee 
communication is the informational 
manual for new employees. This is 
properly the warm message of welcome 
to the new employee; more often it is 
the cold and impersonal recital of com- 
pany rules and regulations. 

A book of rules is what the first 
manual was, in fact. Today in many 
companies the informational manual 
serves the primary purpose of telling 
the company story pleasantly and 
credibly, and telling it first, before 
someone else comes along. 


eae the paternalistic plush is 
still overevident in many man- 

uals, it is clear that management in 

many cases now recognizes that: 


1, Informational manuals are not 
for chain-gang consumption, but for 
human beings with human feelings. 
Thus the copy “tone” has lately be- 
come more friendly, less boastful. 

2. Employees don’t lug manuals 
around like a social security card or 
the baby’s picture, Employees usually 
keep them somewhere where they can 
get at them when they need them—in 
their desks, in their lockers, in a 
drawer at home, but rarely if ever in 
their pockets or handbags. 

3, In its efforts to describe the mul- 
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tiple virtues of working for the com- 

pany, management doesn’t come to the 

point quickly enough. A lot of space 
is wasted in saying things that are un- 
necessary. 

4. Pictures give manuals a “lift.” 
The cartoon style of humanizing var- 
ious operations and activities has 
grown definitely popular. A little 
humor in manuals, in text as well as 
in illustration, is obviously helpful. 

5. Employees like to know the rea- 
son for an order. 

Compilers of informational manuals 
contrive to keep two considerations in 
mind: First, the person it’s for, and 
second, the use to which it is going to 
be put. Thus they remember that it’s 
for the employee, male or female, in 
the office or shop ; that it is designed to 
convey information quickly and ac- 
curately. It isn’t for the president of 
the company, or the stockholders, or 
the customers ; it should be guilty only 
of simplicity and low-pressure selling. 
When it goes along with the welcom- 
ing handshake of the employment de- 
partment interviewer, the informa- 
tional manual, done in the right mood, 
will make the welcome remembered. 


eae important, however neg- 
lected, arm of employer-employee 
communication is the plant bulletin 
board, used widely during the war 
for morale material and now to a great 
extent forgotten. The chief reason for 
this neglect is the fact that manage- 
ment characteristically entrusts bulletin 
boards to overworked personnel man- 
agers or safety directors who lack time 
as well as an essential sense of show- 
manship. A recent canvass of twenty 
industrial plants in a metropolitan area 
showed only three making any sort of 
proper, effective use of plant bulletin 
boards. 






































































These are considered some of the 


essential factors: 


1. Locate bulletin boards convenient- 
ly in plants, near but not in areas of 
congestion. Many boards are located 
at isolated points away from employee 
traffic, in places where employees come 
upon them quickly, and pass them 
without noticing them. Locate boards 
so they can be seen at a distance, and 
make them appealing enough so that 
employees voluntarily approach and 
examine them, 

2. Use arresting, contrasting colors 
for board or trim. Boards ought to 
stand out against the color pattern of 
the shop. 

3. Use a variety of material. There 
should be a balance between items of 
general interest and plant interest. 
Keep the board fairly full and show 
discretion in use of space surrounding 
announcements or pictures. Develop a 
balance between illustration and text. 
Consider eye catchers — picture or 
color effects that will bring employees 
to the board. 

4, Make changes regularly, at least 
every two weeks, preferably once each 
week. If an announcement must re- 
main, revise it physically so it will con- 
tinue to command attention. Hand-let- 
tered announcements are more effec- 
tive than typewritten notices. 

5. Keep the boards clean and neat. 
Use glass panes, and see that the glass 
is kept clean. 


gps the plant bulletin board 
is a point of daily contact with em- 
ployees in most plants. It is one of the 
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most effective, certainly the most time- 
ly, and one of the least expensive media 
of communication an organization can 
possibly use. The biggest resistance to 
it is exemplified in the incredible in- 
ertia of management, which continues 
to contend that it hasn’t the man power 
to devote to bulletin boards. These are 
the managements, however, which 
seem to find the time to spend in nego- 
tiations, grievance meetings, and other 
labor and management conferences. 
These are the managements which are 
so engrossed with the costly cures that 
they have no time for the inexpensive 
preventives. 

Still another accepted medium of 
employer-employee communication is 
the annual report to employees. The 
old-time custom was to draft the stock- 
holder report, then either distribute it 
to employees separately or include it as 
such in the employee publication. 

Management is now beginning to 
concede that few employees understand 
stockholder reports, a failing they ap- 
pear to share with stockholders, many 
of whom don’t appear to understand 
them either. 


' ) 7 HETHER it’s a separate report or 
a part of the company house or- 


gan, these are suggested points to bear 
in mind: 


1. It’s for the employee. It’s for the 
man who works for you. It’s not for 


e 


“. . , the plant bulletin board is a point of daily contact with 
employees in most plants. It is one of the most effective, cer- 
tainly the most timely, and one of the least expensive media 
of communication an organization can possibly use. The 
biggest resistance to it is exemplified in the incredible inertia 
of management, which continues to contend that it hasn’t the 
man. power to devote to bulletin boards.” 
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the Bankers’ Club or the local Acad- 
emy of Design. It has one single pur- 
pose, and that is to tell the employee 
about his company during the year 


past. 

2. Keep your copy simple. Don’t be 
afraid of oversimplification. You 
can’t oversimplify. Corporate opera- 
tions are difficult to explain, so take 
the time and space to make yourself 
clear. Don’t skim over an explanation 
—the reader will sense it and reason 
that you’re covering up. You might 
let an assorted dozen employees read 
the manuscript before it goes to press ; 
if there’s something they don’t under- 
stand, change it until they do. 

3. Keep your charts simple. The 
chart the employee most readily un- 
derstands is the pie chart; he became 
familiar with it in grade school. He is 
often confused by symbols. 

4. Don’t run riot with color. Color 
is pleasing to the eye and, within lim- 
its, effective in these presentations. 
But many reports to employees are 
gaudy and frightening. They awe the 
reader. 

5. See that the employee gets it. lf 
you want to be sure the employee gets 
it, and to be as sure as you can that he 
and his family read it, mail it to his 
home. 


D URING the last year there has been 
a gradual decline in the number 
of special reports issued to employees. 
Companies appear to be dropping them 
for three reasons: (a) The company 
story needs telling more often than 
once a year; it is better to utilize the 
employee publication to tell employees 
about the company in every issue; (b) 
the stockholder report itself has been 
emerging from its shroud in the past 
few years, and is being written in many 
instances so that it has a greater appeal 
to employees—hence the job can serve 
a dual purpose; and (c) a special re- 
port for employees may be costly and, 
JULY 15, 1948 84 


PUBLIC UTILITIES FORTNIGHTLY 





if it can be done in other ways just as 
effective, perhaps it is as well to scrap 
it. 

The reasoning is sound enough ; the 
gravest danger is that the telling of the 
company story in regular issues of the 
employee publication may not be well 
programmed. A company planning 
such a project should decide well in 
advance what editorial ground it will 
cover in each issue, making sure not to 
bite off at any one time more than the 
employee can chew. Companies are apt 
to assign the matter of material prep- 
aration to the statistics kids, who can 
always be counted on to turn up with 
the sort of material nobody but statis- 
ticians read. The plus-and-minus spe- 
cialists don’t have what it takes. 

One of the best employee annual re- 
ports issued in 1947 has been scrapped 
for 1948, for the reasons given above. 
There is no quarrel with the decision, 
but it ought to be clear that while it 
may be profitable to sell your house, 
you ought to know where you're going 
to live after you move out. Planning is 
the only answer. 












































Boas are some, not all, of the 
media of employer-employee com- 
munication. The directions, however, 
are the same on all the bottles : Make it 
look and taste good, be darned sure 
yourself that it is good, and use it 
often. 

One of industry’s greatest miscon- 
ceptions, to venture an opinion, is that 
it regards free enterprise as a mass 
production item. It isn’t. Free enter- 
prise is something a man must be able 
to apply to himself and to his family, 
to his heart, and to his pocketbook. It 
must be as clear to him as the sunlight, 
and as personal as his easy chair, 
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The technique of selling free enter- 
prise in carload lots, accompanied by a 
brass band and the waving of flags, 
won't ring the register. During the 
war, love of country was a common 
denominator ; patriotism lends itself to 
syndication. Free enterprise doesn’t. 

Workers today are more or less 
tone deaf to the straight-from-the- 
mahogany desk appeals for full pro- 
duction and the preservation of the 
democratic system. They are from 
Missouri and they want to know what’s 


in it for them. Management must let 
them know. 

You don’t let them know with five- 
dollar words and success formulas; 
you don’t do it with thundering appeals 
to reason, because your reader will get 
the idea after a while that it’s some- 
thing you want exclusively for your 
own benefit. You do it by relating the 
man to his job, his job to the company 
and industry, and finally to the pros- 
perity he will continue to have for him- 
self if all the gears mesh. 





That New England “TVA” 


6¢ Apvvocates of a ‘baby TVA’ for New England, utilizing 
the Merrimac and Connecticut rivers, could not have 

found a less fortunate time for presenting their case before 
the special Massachusetts legislative commission on inland 
waterways, of which Senator Furbush of Waltham is chairman. 
The matter was under discussion sometime ago at a 
Boston State House hearing and the government-sponsored 
hydro power project took something of a beating. Significant 
facts for the record were Chairman Furbush’s statement that 
15 per cent of the land area of Massachusetts would have to 
be turned over to Federal control, and the assertion by Thomas 
M. Joyce, utility spokesman, that gas and electric companies 
would be glad to build hydro power plants upon any discover- 
able sites found by the commission. Joyce’s position was that, 
if there was any practical location for further development of 
hydroelectric power im this area, established management- 
utilities would long since have acquired and built upon it.” 
—Excerpt from New England Public Relations Bureau. 
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Labor Unions Can’t Do 
Business with Government 


At the recent session of Congress certain union limitation provisions 
began to appear in appropriation bills for various Federal agencies, 
including the Interior Department with its Reclamation Bureau activities 
in the field of public power developments. These provisions denied the 
use of such appropriaied funds for the payment of wages or salaries to 
any workers who strike against the government or belong—to organ- 
izations which insist upon the right to strike against the government. 
With the increase in such Federal, state, and local government restric- 
tions against union activity, labor union leaders are becoming concerned 
over the lack of freedom 1n collective bargaining with government agen- 
cies. The question naturally arises whether an expanding orbit of govern- 
ment operations in the public utility field would result in increasing such 
difficulties of labor unions in dealing with government as an industrial 
employer. 


By ALFRED M. COOPER* 


hundred AFL building trades em- 

ployees left their jobs in a strike 
against the municipally owned water 
and power department of the city of 
Los Angeles. The strike in question 
halted construction on $50,000,000 
worth of construction projects, includ- 
ing $42,000,000 in additions to an ex- 
isting steam plant. Certain features of 
this walkout are of extreme importance 
to the entire utility industry, inasmuch 
as the question of public or private 


[ February of this year, several 


*For personal note, see “Pages with the 
Editors.” 
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ownership of all electric utilities may 
well be decided along somewhat the 
same lines as was the outcome of this 
strike. 

This walkout of building trades em- 
ployees was unusual in that the ques- 
tion at issue was not wages or working 
conditions, but a showdown between 
the union and the city civil service 
commission to determine which agency 
should dictate terms of employment 
(such as promotion of employees) for 
governmental workers. The strike grew 
out of a nation-wide difference of 
opinion of long standing between union 
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leaders and civil service commissions, 
municipal, state, and Federal. The 
unions concerned were powerfully en- 
trenched, but so were the civil service 
commissioners, with the backing of the 
city government and of the state and 
Federal divisions of their Civil Service 
League. 


_ building trades unions suffered 
a defeat in this strike, This in it- 
self is not an unusual outcome, when 
organized labor tangles with govern- 
mental authority. Apparently only 
John L. Lewis can successfully defy 
government for any length of time, 
and of late even Lewis appears to be 
personally getting the worst of his pro- 
longed feud with the White House, 
although he seems to continue to get 
whatever he goes after so long as he 
carries on his negotiations with repre- 
sentatives of the mine operators, 

In the case of the Los Angeles strike 
of municipal workers, the complete 
failure of the walkout in question be- 
came evident within a few days. The 
day after the strike was called, the civil 
service commission issued a warning 
to the striking workers that the regu- 
lations under which they were em- 
ployed stipulated that any civil service 
workman absenting himself from his 
job for a period of more than ten days, 
without the express permission of his 
superior, automatically was to be 
dropped from the civil service rolls, 
ceased then to be a city employee, and, 
if reinstated, lost all of his seniority 
rights. 

To further implement this ruling of 
the commission, the management of 
the Los Angeles Department of Water 
and Power later issued a statement that 
striking employees could not claim sick 
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leave exemption from this edict unless 
they individually could produce a 
physician’s certificate, nor would any 
employee vacations be granted during 
the period of the strike. 


| arora to discourage further work 
tie-ups of this nature, the city of 
Los Angeles then emulated the Federal 
government and asked for, and was 
granted, a court injunction against the 
union. Superior Judge Clarence M. 
Hanson, in ordering enforcement of 
this injunction, flatly prohibited city 
employees from striking at any time 
against “government or its contrac- 
tors,” enjoined the 150 unions affili- 
ated with the Building Trades Council 
(which was directing strike activities) 
from labeling the municipal water and 
power department as “unfair” to or- 
ganized labor, and finally stated that 
“the rule that one may not strike 
against the government is a universal 
policy recognized not only by the 
courts, but by outstanding public men.” 

“Civil service,” asserted the judge, 
“was designed as an answer to ‘certain 
political ills’ and the primary purpose 
of its statutes was to promote good 
public service. 

“Promotions obviously must be de- 
termined upon merit, and not on mem- 
bership in a labor organization.” 

This strike of a group of building 
trades employees against a municipally 
owned utility—and its outcome—is 
important for two reasons: 


(1) It furnishes additional evidence 
to support the growing belief that no 
union can successfully strike against 
a governmental organization, the em- 
ployees of which are under the con- 
trol of a civil service commission, Par- 
ticularly has this proved true, even be- 
fore the passage of the Taft-Hartley 
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Private Enterprise in the United States 


é¢ F  ppxvrnte workingmen, organized and unorganized, observe and 

evaluate, and fully appreciate the fact that government can 
become a very tough employer with which no union leader can success- 
fully negotiate. Just so long as workers prefer to work for a private cor- 
poration will we continue to have private enterprise in the United States. 
The traditional and growing reluctance of these people to work for gov- 
ernment must inevitably defeat present or future efforts to socialize our 

industries.” 





Law, when the strike was called to 
settle a jurisdictional dispute between 
the civil service commission concerned 
and one or more unions. 

(2) So far as the union leader and 
the union workmen are concerned, 
this strike convinces them that it is 
much easier to carry on collective bar- 
gaining negotiations with a private cor- 
poration than with a governmental 
bureau or commission. 


emg when a union cannot 
legally strike against govern- 
ment, cannot picket or term “unfair” 
any government-owned project, and 
cannot by any other means compel gov- 
ernment to bargain collectively, the 
leaders of such a union are definitely 
handicapped in their efforts to serve 
the workers who continue as members 
of such an organization. 

It is further true that, since full pub- 
licity is given in the press to the failure 
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of various strikes against government, 
it is reasonable to assume that the av- 
erage civil service employee soon comes 
to appreciate that his civil service com- 
mission is far more powerful than any 
labor union in determining his condi- 
tions of employment. 

At the same time, this publicity 
given to the inability of organized la- 
bor to bargain successfully with gov- 
ernment, reaches all American work- 
ers. And its effect with this larger 
group is to convince the employees of 
any privately owned business or utility 
that collective bargaining can be car- 
ried on much more effectively with a 
corporation than with government. 

This is the single fact that makes it 
unlikely that this country ever will so- 
cialize a major portion of its electric 
utilities. Only so long as a majority of 
American workmen dislike to work for 
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government can we be sure that gov- 
ernment will fail in any future effort 
to take over and operate all of our utili- 
ties. 

This is true because the ownership 
question, as in the past, inevitably must 
continue to be decided at the polls, and 
decisions by ballot in a democracy are 
made by that majority of the electorate 
which must always be made up of the 
workers. 


J persian that the workers’ 
votes determine the sort of world 
we all must live in, for too many years 
various groups in America have stub- 
bornly contended that they “con- 


trolled” the “labor vote,” and thereby 
the future of private enterprise in this 
country. Years ago it was the indus- 
trialist who, by one means or another, 
endeavored to dictate how his workers 
should vote, Later, and particularly 


since 1935, certain labor leaders have 
endeavored to create the impression 
that they could “deliver” the “labor 
vote” to any political candidate of their 
choice. 

Such contention of controlling the 
vote of the American workingman is 
not only proved false by the record, but 
is viciously presumptuous. Except for 
a relatively small group of radicals who 
follow the party line laid down by Mos- 
cow and our leftist labor leaders, 
American workingmen, like any other 
group of citizens in this country, may 
be Republicans or Democrats, and 
either liberal or conservative. There is 
no Labor party or “labor vote”’ in the 
United States, and no one controls the 
vote of labor, organized or unorgan- 
ized. It is of vital importance that we 
continue to remain aware of this fact, 
particularly in an election year in which 
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issues of historic significance will be 
determined. 

The political implications in any 
consideration of the ownership ques- 
tion are of superlative interest to any 
executive of a public utility organiza- 
tion, whether that utility happens to be 
publicly or privately owned. Aside even 
from the fundamental problem of 
whether private or public ownership of 
utilities is in the best interest of the 
average citizen or consumer, there is 
the indisputable fact that matters of 
regulation are approached from widely 
different angles when a utility is pub- 
licly owned and when it is privately 
owned. 


A utility executive who has served 
for a number of years in each of 
these types of utility organizations will 
concede that government regulates 
most gently the affairs of its own utili- 
ties. It is not only the regional Federal 
power project that is permitted to in- 
stitute accounting systems without 
parallel anywhere within private indus- 
try. A municipally owned electric util- 
ity frequently is in a position to refuse 
permission even to a mayor or a city 
council to determine what percentage 
of its earnings should properly be al- 

located to the city’s “general fund.” 
Even on such a fundamental matter 
as taxation there are distinct rulings 
applying to publicly owned and pri- 
vately owned utilities. Government, 
whether Federal, state, or local, al- 
ways has taken and always will take 
care of its own. It is also true that 
supergovernment, of the type we have 
experienced during the past fifteen 
years, is and must be essentially an- 
tagonistic to the principles of private 
enterprise. It is a fact not generally 
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recognized even by many utility execu- 
tives that Lincoln’s “half-slave-half- 
free” proclamation applies with full 
force today to a country in which elec- 
tric utilities are owned, partially by 
government, and in greater part by 
private capital. 

This question of labor relations with 
government as an industrial employee 
points to the need of better, clearer 
understanding by the workers and by 
their leaders. The proponents of pub- 
lic ownership have an excellent and 
appealing hypothesis to sell to the 
voters, and the advocates of socializa- 
tion are doing a remarkably good sell- 
ing job. However, private ownership, 
and private enterprise generally, also 
has powerful arguments in its favor, 
and eventually the business-managed 
utilities will develop media and meth- 
ods for properly getting their story 
over to the people. 

A start has been made in this direc- 
tion, but as of today the proponents of 
public ownership are far ahead of the 
private utilities in effective publicity 
effort. It is also unfortunate, from the 
standpoint of a decision on the merits 
of the case, that this subject of owner- 
ship is too often presented in definitely 
biased fashion in classrooms ; particu- 
larly to students in our secondary 
schools and colleges. Since the argu- 
ments for private ownership of our 
utilities and private enterprise general- 


e 


ly are identical, it is important that 
facts favoring socialization be accu- 
rately presented. 


Pyrercsg the numerous factors 
that have operated to the disad- 
vantage of private ownership in the 
past decade or so, it is comforting to 
note that, so long as the individual 
worker (and the labor leader as well) 
continues to prefer to function under 
the private enterprise system, our in- 
dustries can never be wholly socialized. 
It is in this respect that the viewpoint 
of the British laborer differs sharply 
from that of the American working- 
man, and this is why Britain is now 
wallowing through a costly experiment 
in government ownership that could 
just as well have taken place over here 
except for the refusal of the rank and 
file of our workers to vote for such 
socialization. 

The utility’s labor relations will 
continue to have an important bearing 
on the ownership question, It is also 
true that general public attitude toward 
the utility will influence the eventual 
decision in this matter. And the public 
relations of any utility organization 
depend to a considerable extent upon 
the contacts made by its employees 
with other citizens of the community, 
during and after working hours. 

In this matter of employee perform- 
ance in public contacting, the utilities 


. this publicity given to the inability of organized labor to 
bargain successfully with government, reaches all American 
workers. And its effect with this larger group is to convince 


the employees of any privately owned business or utility that 
collective bargaining can be carried on much more effec- 
tively with a corporation than with government.” 
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often are less fortunate than in their 
labor relations. During the war em- 
ployee performance deteriorated sharp- 
ly in all public service corporations, 
and since 1945 the improvement in 
public contacting has not been too pro- 
nounced. 

For example, it should be obvious 
that good public contacting is of vital 
importance when a privately owned 
utility is in direct competition with a 
publicly owned utility. The continued 
existence of such a utility company 
must inevitably be determined by these 
same consumers at the polls, and with- 
in the near future. 

Yet how often do we hear such 
comment (as this writer has heard) 
from a utility company’s office man- 
ager. This was to the effect that he 
would “just as soon” work for the gov- 
ernment as for his present manage- 
ment. 


| ney events have added little to 
the confidence of the American 
worker in matters pertaining to suc- 
cessful collective bargaining with gov- 
ernment, In quick succession, John L. 
Lewis and three railway brotherhoods 
have found Uncle Sam a tough fellow 
to do business with—an adversary who 
is empowered to slap enormous and 
paralyzing fines on those who disagree 
with him in labor matters. 

It is interesting to recollect, in pass- 
ing, the turmoil that resulted a quarter 
of a century ago whenever a private 
corporation sought a court injunction 
against a solitary union local in an ef- 
fort to avert a strike. Nowadays, gov- 
ernment can seek and obtain such an 
injunction against an industry-wide 
union, fine its half-million members a 
million dollars or so, and nobody ap- 
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pears to get very excited about the 
matter. Obviously the public no longer 
considers the labor leader a sacred cow, 
nor his demands for increased wages 
as necessarily heaven-inspired. 

The arbitrary fashion in which gov- 
ernment deals with such matters as 
these is carefully noted by the worker, 
as well as by the labor leader. It is also 
true that there are many employees 
connected with various phases of our 
far-reaching Federal reclamation and 
power projects, who have never been 
taught how to win friends or influence 
people. 

Utility employees also are quickly 
learning that the Taft-Hartley Law is 
not a slave-labor act. Recently the 
writer asked a group of overhead line- 
men employed by a privately owned 
utility what they thought of this law. 
The sense of the response of these men 
was : 

“Our union leaders are trying to 
collect a dollar apiece from us to fight 
the Taft-Hartley Law. They’re having 
a hell of a time getting the money.” 


Ser ultimate question of public or 
private ownership of our electric 
utilities may well be decided by work- 
ingmen at the polls. These employees 
realize that no lasting distinction can 
be made between socialization of our 
electric utilities and the socialization of 
our railroad systems, communication 
systems, and all other forms of exist- 
ing private enterprise in America. Such 
decisions as these eventually must be 
made by level-headed workingmen, and 
not by “intellectuals” of the type who 
planned grandiose Federal power proj- 
ects as an opening wedge to socializa- 

tion of all industry. 
Judge Goldsborough of Washing- 
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ton, D. C., has demonstrated that 
unions and their leaders can be suc- 
cessfully enjoined and punished by 
painful fines; and Judge Hanson of 
Los Angeles has persuaded reluctant 
union leaders that they must bow to 
regulations set up by a city civil serv- 
ice commission. 

American workingmen, organized 
and unorganized, observe and evalu- 


government can become a very tough 
employer with which no union leader 
can successfully negotiate. 

Just so long as workers prefer to 
work for a private corporation will we 
continue to have private enterprise in 
the United States. The traditional and 
growing reluctance of these people to 
work for government must inevitably 
defeat present or future efforts to so- 


ate, and fully appreciate the fact that cialize our industries. 





On Compulsory Arbitration 


€€@yrcanizep labor is bitterly opposed to compulsory arbitration of 

industrial disputes that deprives unions of the use of the strike 
weapon. The large majority of businessmen are against compulsory arbi- 
tration, for it may compel them to grant concessions to labor that they 
regard as unjustified and unduly onerous. Whence, then, does the rapidly 
growing support for this method of settling labor disputes arise? 

“Compulsory arbitration is favored today by a large body of public 
opinion because recent coal, railroad, and steel strikes have shown that 
unions in each of these industries can bring the whole national economy 
to a standstili. They can tie up the nation as only a general strike could 
do in the past. And just as the right of a police force to go on strike has 
not been recognized, public opinion is veering to the view that unions shall 
not have the right to close down for an indefinite period industries upon 
whose continuous operation the nation is constantly dependent. 

“If the Boston police force had not walked out on strike more than a 
quarter of a century ago, the issue of whether or not policemen had the 
right to strike might never have arisen, But the walkout did occur, and 
Governor Calvin Coolidge refused to recognize the right of the police to 
stage a strike. Fortunately, his strong stand at the time appears to have 
settled that question, for it has not been raised again. 

“Similarly, if the powerful labor unions in coal, steel, railroads, and 
other essential industries had not used the strike to force the grant of 
their demands, the compulsory arbitration proposal would never have 
been made. But these unions have now learned that by staging a pro- 
longed walkout they can precipitate a nation-wide crisis that inevitably 
brings public intervention on their behalf. So long as they choose to take 
advantage of this power, the public at which it is aimed in self-protec- 
tion is going to insist that it be taken away, And one has only to look at 
the welter of bills being introduced in Congress to end strikes in essen- 
tial industries to see that Congress will be governed by what the general 
public wants, and not by the wishes of either union or industry spokes- 


en. 
“There is one and only one way to head off compulsory arbitration of 
labor disputes in essential industries. That is a moratorium on strikes in 
these industries, effective immediately. The actual outcome of pending 
negotiations of new ents in key industries, rather than oral argu- 
ments from labor or industry, will determine whether free collective 
bargaining can be retained in these cases.” 
—EpiTor1AL STATEMENT, 
The Journal of Commerce. 
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Defense Agencies Concerned 
About Power Supply 


The urgent call for expansion of electrical generating capacity 
to meet the civilian needs of the nation, and the possible in- 
creased power demands for rearmament, pose serious prob- 
lems. Power supply, says the author, may be the crux of the 
pending defense—European-aid home production plan. 


By T. N. SANDIFER* 


OWER supply may prove to be the 
crux of the pending defense-Eu- 


ropean-aid-home production pro- 
gram being pushed by the government. 

The recently completed report on 
national power resources now being 
studied by the National Security Re- 
sources Board is significant, not be- 
cause of any alarming features, but be- 
cause of the decisions which will ob- 
viously have to be taken by the admin- 
istration in the light of the facts it has 
disclosed. 

The White House backed away 
from the decision which is being 
pressed most cogently by control-mind- 
ed forces in the capital—the over-all 
matter of a return to broad wartime 
powers of allocation, priorities, and 
control over the civilian economy. 


*Technical editor and business journalist, 
Washington, D. C. 
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Even before the power report sub- 
mitted by Edward Falck, as chief con- 
sultant on power supply and utilities 
for the NSRB, an earlier statement of 
policy embracing the return to such 
controls was sent to the President for 
his endorsement. At this writing, no 
such action has been taken by him. 

The power report was completed 
later. It is objective to the extent that 
it can be used to bolster the controls 
argument. Yet, it states the power sit- 
uation so bluntly that it may well throw 
cold water on the present controls 
drive. No interim administration may 
care to take the steps indicated. 

After pointing out that not until 
1950 will the electric power capacity of 
the nation show an adequate reserve 
margin for most of the country, the re- 
port said : “These load estimates do not 
include any provision for additional 

JULY 15, 1948 





PUBLIC UTILITIES FORTNIGHTLY 


power arising out of an expanded re- 
armament program.” 

“On the other hand,” Mr. Falck 
stated, “since our basic industries, in- 
cluding steel, are now being operated 
at nearly 100 per cent of capacity, it 
may be assumed that much of the re- 
armament program will involve dis- 
placement of peacetime production.” 

If the net increased power demands 
for the rearmament program should 
become substantial, Mr. Falck con- 
tinued, they could not be met either this 
year or next without severe curtailment 
in power use by residential, commer- 
cial, and certain less essential industrial 
consumers. 


A civilian production already is be- 
ing pressed to meet European 
aid, in addition to an unprecedented de- 
mand for heavy goods, most of which 
are in backlog orders, some questions 
indicated are: 

Do we scale production for civilian 
consumption, or do we attempt to pare 
output for foreign use? The prob- 
lems are larger than the report would 
indicate. 

The door is open for a revival of the 
drive for expanded public power, Fed- 
eral Power Commission already has re- 
ported on the demand for power, call- 
ing attention to “the seriousness of the 
situation,” as Representative Whitten 
of Mississippi summarized it. 

Magazine stories in nationally read 
publications are beginning to appear, 
calling attention to already darkened 
streets in New England and in the 
West, due to shortage of power for 
utility service. Representative Whit- 
ten cited appeals for conservation put 
out by private utilities. 

Some of these instances undoubted- 
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ly reflected the coal strike earlier this 
year. But they make capital for public 
power advocates. In actual cases of 
industry hardship, as in the case of a 
large chemical company which report- 
edly had to lay off workers because it 
could not get power, the situation is 
further dramatized. 

Even though members of Congress 
who cite these conditions concede that 
private companies have anticipated the 
developments now in view, by en- 
deavoring to expand, the case is there. 

The curtailment mentioned in the 
Falck report clearly could mean that 
controls would be needed, perhaps 
modeled on those governing utility and 
power consumption in the war years. 
They might be attempted on a volun- 
tary basis, or under some regulation by 
a Federal agency. But experience in 
the past year indicates that, while con- 
trols might be accepted by the public 
in case of actual hostilities or manifest 
emergency, neither Congress nor the 
public is willing to accept them other- 
wise. 


os OME Washington elements have 

persistently sparked a drive for 
the return of Federal controls, using 
one development after another. The 
drive is at a crescendo now, with strong 
grounds for suspicion that factions in 
the armed forces may be using a civil- 
ian front for this purpose; though the 
services are by no means alone in seek- 
ing such authority. 

Despite this pressure, industry and 
business, with congressional support, 
have managed so far to maintain a sys- 
tem of voluntary codperation through 
industry committees. Largely through 
civilian effort, many of the prospective 
“emergency” situations envisioned, 





DEFENSE AGENCIES CONCERNED ABOUT POWER SUPPLY 


which would undoubtedly have been 
made the ground for putting controls 
in effect if law had permitted, have 
never materialized. This goes even for 
the foreign aid and military equipment 
programs to date. 

But control advocates are obviously 
not satisfied. In fact, on their own as- 
sumption that such action would be 
necessary, the various Federal agen- 
cies, including NSRB, have been in a 
neck-and-neck race for the driver’s 
seat, if controls were ordered. Power 
and utility regulation would, of course, 
be only one segment of this new 
authority over the civilian economy. 
Production in all lines, transportation, 
probably prices, and others, would be 
covered as well. 


URTHER analysis of the Falck report 
discloses little real support for this 
outlook, apart from interpretation. 
Well down in the summary, there is ap- 
parently a mission for NSRB, but this 
suggestion is qualified. No present 
action in regard to allocation of raw 
materials for electric equipment manu- 
facturers is indicated, the report finds. 
However, it continues, if there is fur- 
ther tightening up in the supply of steel 
plate and sheets on account of the 
requirements for rearmament and 
ERP, “the manufacturers of electric 
equipment may require government 
allocation.” 


q 
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| gene eer seemguen- ye this shortage of 
steel plates and sheets is building 
up, at this writing, between effects of 
the past coal strike, and possibility of a 
new one this summer. By inference, 
there may be a job here for some 
agency. 

But, said Mr. Falck further in his 
survey, “I believe that it is not neces- 
sary for the National Security Re- 
sources Board to enter actively the 
planning or programming of additional 
power generation facilities for 1948-49 
since this job is already being tackled 
aggressively by the electric utility 
systems themselves.” 

The hint that NSRB may, after all, 
find something to do is found in this 
statement: 

“However, the board will be con- 
cerned with power plans for the period 
1950-51 and should work with the 
electric utilities to take advantage of 
the manufacturing facilities that are 
available for additional power plants 
that can be completed in these years. 

“The board must continue to follow 
closely the changing conditions in each 
power supply area and do what it can 
codperating with the Munitions Board 
to keep electric utilities informed as far 
ahead as possible of new direct and in- 
direct military requirements for power. 
In addition, the board should codp- 
erate with the electric utilities and 
other agencies of government to assure 


“Some Washington elements have persistently sparked a 
drive for the return of Federal controls, using one develop- 
ment after another. The drive is at a crescendo now, with 


strong grounds for suspicion that factions in the armed 
forces may be using a civilian front for this purpose; though 
the services are by no means alone in seeking such authority.” 
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carrying out of the present vast power 
expansion program on schedule. 

“Whenever bottlenecks appear, the 
board should undertake to inform it- 
self of their nature and as to means 
that may be employed to remove 
them.” 


oe may be plenty of such ob- 
stacles. The report points out that 
currently the most serious potential 
bottleneck would appear to be in the 
possible interruption in the flow of 
materials to manufacturers of electric 
generating equipment, 

Some informal steps already have 
been taken to meet this situation, on 
the part of the board, with the aim of 
using the voluntary machinery in the 
Department of Commerce. 

A second such difficulty may arise 
in possible delay in securing approval 
of financing arrangements by the Se- 
curities and Exchange Commission or 
the various state regulatory bodies. It 
was recommended in the report that if 
these new setbacks should threaten, the 
NSRB should interest itself in the sit- 
uation, with SEC, the state, or other 
agencies concerned, or perhaps with 
Federal Power Commission. 

This field of possible usefulness for 
NSRB is, of course, contingent on 
such bottlenecks arising, and apparent- 
ly the suggestion is designed to call at- 
tention of NSRB to a gap which no 
other agency has seen for itself in the 
present squabble for domination of 
projected controls. 

What an outside authority would 
probably examine more closely, if a 
question of restoring broad controls 
were to arise any time soon, are those 
phases of the report dealing with the 
readiness of the nation’s power and 
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utility resources to cope with possible 
emergency demands this winter arising 
from the extra production now being 
scheduled. 


| agrvaeee would be only one element in 
the pattern, which would also in- 
clude materials, transportation, new 
plants, or reactivation of wartime fa- 
cilities, as well as man power, among 
others. Nevertheless, power underlies 
many of these other factors. The in- 
dustry cannot be accused, as were steel 
and aluminum in the war, of not real- 
izing the situation. 

Mr, Falck calls attention to the fact 
that the electric systems, public and 
private, are engaged in the biggest ex- 
pansion program in the country’s his- 
tory, an expansion of roughly 20,000,- 
000 kilowatts which may be compared 
with the expansion under way in 1941 
of about 9,000,000 kilowatts. Mean- 
while, of course, the margin of reserve 
capacity in 1948 is vastly lower than 
when the nation went to war in 1941. 
In 1941, spare and reserve capacity was 
22 per cent of peak, whereas today it is 
nearer 5 per cent of peak. On the other 
hand, the peak itself has grown; in 
1947 it was 49,550,000 kilowatts, com- 
pared to 38,800,000 in 1940. 

This brings up what the industry is 
being asked to do. Nobody knows yet. 
The Munitions Board, which has been 
quietly pacing NSRB and others in the 
situation, has drawn up a plan allocat- 
ing private industrial production ca- 
pacity among the possible procurement 
needs of the three basic arms of serv- 
ice. It is understood that it gave NSRB 
a summary of power requirements that 
might arise under the projected mili- 
tary programs. Presumably the Falck 
report had these in its background, 
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Peak of Electric Power 


“. . . the margin of reserve capacity [of electric power] in 1948 is vastly 

lower than when the nation went to war in 1941. In 1941, spare and 

reserve capacity was 22 per cent of peak, whereas today it is nearer 5 

per cent of peak. On the other hand, the peak itself has grown; in 1947 
it was 49,550,000 kilowatts, compared to 38,800,000 in 1940.” 





The Munitions Board study was 
primarily a straight division of produc- 
tion capacity that would be available 
for government business. There has 
been no upsurge of orders in its wake, 
though these might well follow. 


T= 70-group air force provided in 
recent legislation is naturally sur- 
rounded with some secrecy. But air- 
planes spell aluminum, and aluminum 
calls for power. With the number of 
B-29’s in cold storage, is the Air Force 
going to build more of these? Or is it 
going to develop experimental types on 
the horizon since the war? In the latter 
case, production on a mass scale might 
be deferred some time. There would be 
no immediate crushing load on airplane 
plants or their materials resources, 
including power. 

Not until these plans become better 
known, probably, will the question of 
future controls be settled. Conserva- 
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tive economic approach probably would 
dictate that plans be scaled to preserve 
as much of the country’s civilian econ- 
omy as possible, rather than the reverse 
course now being pushed in some quar- 
ters. Some major production still feels 
the effects of the roughing-up it got at 
the hands of control enthusiasts in war 
years. In one notable case, the industry 
was actually a guinea pig for a Eu- 
ropean scheme that had broken down 
abroad even before it was foisted off 
on the American manufacturers. 

Industrialists who were in Washing- 
ton during the war are probably, by and 
large, the strongest opponents of a re- 
turn to such controls except in an ex- 
treme emergency. Congress so far has 
seen the matter their way, and shows 
no signs of changing. 

If a control controversy became ac- 
tive, and reference to the NSRB power 
study indicated that drastic dim-outs, 
power shutouts for some industries, 
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and all the rest, were looming, the re- 
port might well be the deciding factor 
in how far the program would get. 


HAIRMAN Arthur M, Hill, of the 
NSRB, commenting on _ the 
power report, said: “The country 
should feel greatly assured by the fact 
that the electric utility systems are now 
engaged in the biggest expansion pro- 
gram in their history.” 

The seriousness of the situation, he 
continued, lies in the fact that con- 
sumption last year was within the 5 
per cent limit mentioned above. 

Barring unforeseen circumstances, 
however, he said, the expansion pro- 
gram should proceed according to 
schedule with reasonable assurance of 
adequate electric power in most areas, 
except the Pacific Northwest, where 


the situation is becoming progressively 
acute. 


The bugaboo to the utilities, Mr, 
Hill pointed out, is “if there should be 
any slippage in the fabrication and 
erection of these new power plants on 
schedule, there would be a greater dan- 
ger of serious power shortages in many 
parts of the country with subsequent 
adverse effects on our entire economy.” 


Sin report deals extensively with 
the equipment production situa- 
tion, detailing capacity in many items. 

Chairman Hill stated the board 
“will work actively with the other gov- 
ernment agencies and the industries 
involved,” to expedite and enlarge the 
power program. 

He also said this: 

“We shall keep in touch with de- 
velopments so that we can recommend 
such governmental action as may be 
required in the light of future con- 
tingencies.” 


YY 
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* 4 BIRMINGHAM physician, in a letter to that traditional 
depositary of British indignation, the London TIMEs, 
tells the story of a patient who visited his office, ‘a very angry 
man,’ who needed a certificate that he was the father of twins 
before he could buy a baby carriage of adequate width. The 
patient said: ‘As if I should be such a fool as to waste my money 
buying a pram for twins if I hadn't got twins! But the patient 
in his anger seems to have misjudged the bureaucrats. They do 
not bother with such details. They proceed on the sensible gen- 
eral rule that they know better. It is not that bureaucrats are 
suspicious of the motives of the general public. It is just that 
it is so evident to bureaucrats that those persons incompletely 
acquainted with all the regulations do not know enough to come 
in out of the rain.” 
—EpIToRIAL STATEMENT, 
The (New York) Sun. 
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Utilities 


New Look for St. Larry? 


HE nomination of Governor Dewey 

for the presidency of the United 
States by the Republicans has given 
fresh impetus to the speculation that the 
St. Lawrence seaway project will be re- 
vived early in the 8lst Congress if the 
New Yorker changes his address to 1600 
Pennsylvania avenue, N. W., come next 
January. Of course, some kind of a bill 
for the St. Lawrence project will be intro- 
duced in the 8lst Congress, no matter 
who wins the election in November— 
just as there has been a bill on the subject 
in just about every session of Congress 
since the Twentieth century began. But 
this time, those who profess to know are 
saying the approach will be different and, 
what is more important, the project will 
finally go over. 

Cynics who have seen a steady proces- 
sion of St. Lawrence bills bloom in the 
spring and die with adjournment, year 
after year, are naturally skeptical. It is 
the one project—perhaps the nearest one 
to the heart of the late President Roose- 
velt, of all the numerous New Deal pub- 
lic works projects—which even he failed 
to put over. But friends of the “little 
giant” are saying that this would not be 
the first time Tom Dewey succeeded 
where Franklin Roosevelt failed. After 
that remark, they usually start talking 
about New York state gubernatorial 
affairs in such a way as to leave the mere 
non-New Yorker over his depth. 


B UT one tangible fact, in this discus- 
sion about reviving the St. Law- 
rence seaway, is that Senator Wiley (Re- 
publican, Wisconsin) succeeded in ob- 
taining from Chairman Vandenberg of 
the Senate Foreign Relations Committee 
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an appointment of a committee to study, 
during the summer months, ways and 
means for bringing up the St. Lawrence 
proposal at the next session of Congress 
with better prospects of success. Sena- 
tor Wiley, who heads this subcommittee, 
already has been in touch with the New 
York State Power Authority and Cana- 
dian authorities. 

This, in turn, recalls the very signifi- 
cant step taken by Governor Dewey early 
in May when he instructed the State 
Power Authority to go ahead independ- 
ently on dealing with the Province of 
Ontario regarding the possibilities of 
erecting hydroelectric generating facili- 
ties on the St. Lawrence. 

Public utility industry folks naturally 
are interested in the rumor that Senator 
Wiley may be planning a new version of 
the St. Lawrence seaway-power project 
along the lines, or at least supplemental 
to the plan, outlined by Governor Dewey. 
It will be recalled that in this instruction 
to his State Power Authority, Governor 
Dewey indicated that he was disposed to 
reverse or depart from the present ad- 
ministration policy of discriminating 
against private power companies in the 
distribution of power generated by gov- 
ernment agencies. 

At that time a spokesman for the 
Dewey administration in Albany empha- 
sized that the state of New York would 
not enter into competition with private 
power companies. Dewey’s plan would 
be to have the state sell directly to pri- 
vately owned utilities at a cheaper rate 
than it cost them to produce the power. 
Premier Drew of Ontario announced 
that the Canadian Province was most re- 
ceptive to the governor’s plan. If the 
Federal administration is unable or un- 
willing to proceed with the plan, Dewey 
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said, “then the state of New York, itself, 
should undertake to complete the project 
on a self-liquidating basis, in codpera- 
tion with the Dominion of Canada and 
the Province of Ontario.” 


O it seems at least possible that Dewey 
would return to an earlier public 
power position taken by the late Gov- 
ernor Al Smith. This was, in effect, the 
proposal to have the state construct and 
operate the St. Lawrence power facilities, 
and thereafter to sell power produced at 
wholesale to all purchasers, without dis- 
crimination. As governor of New York, 
the late President Roosevelt departed 
from this position in favor of preference 
for distribution by public agencies which 
has heretofore characterized the policies 
and statements of the New York State 
Power Authority. Recent changes in the 
power authority under the Dewey ad- 
ministration, however, are believed to 
have made that board more compatible 
with Governor Dewey’s early May pro- 
gram. In an effort to avoid Federal op- 
position, the Albany spokesman stressed 
the point that the proposed New York- 
Ontario power development would not 
interfere with subsequent establishment 
of the St. Lawrence seaway. 

Would the Dewey program actually go 
ahead or is it just campaign oratory? 
Aside from revealing the power policy 
position of a leading presidential candi- 
date, Washington observers were in- 
clined to believe that the Dewey proposal 
is to be taken seriously. Seaway advo- 
cates, of course, led by Senator Wiley, 
were originally cold to the Dewey an- 
nouncement because they feared that if 
the state and the Canadian Province work 
out the power plan independently of the 
seaway, the chances of the latter ever 
being approved would be greatly dimin- 
ished. President Truman, likewise, 
would probably throw the weight of the 
Federal administration against such in- 
dependent state action—if he is elected. 

But assuming that the matter will not 
be definitely decided until after the elec- 
tion, Dewey’s announcement puts him on 
record against discrimination in the dis- 
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tribution of public power. Otherwise, it 
establishes the position of his admin- 
istration at Albany if he continues as 
governor of New York. 


* 
Interior Chiefs Hold War 


Council 


LTHOUGH the so-called planning con- 
ference of Reclamation Bureau 
officials with the Secretary of Interior 
has become more or less annual pro- 
cedure, it is a safe bet that there will be 
an especially spirited discussion when 
the boys get together to “take inventory” 
at Grand Lake, Colorado, from July 12th 
to July 16th. In addition to Secretary of 
Interior Krug, there will be on hand 
Reclamation Commissioner Straus and 
California Regional Director Boke, both 
with the January mode] of the sword of 
Damocles hanging over their heads. 
Others invited to the party were six 
other regional directors (some of whom 
may qualify to hold their jobs under the 
new engineer professional requirements ) 
and key personnel from the Washington 
office and field staffs. In all, eighty-five 
Reclamation officials were expected to be 
present. 

Senator Downey (Democrat, Cali- 
fornia) and Representative Jensen (Re- 
publican, Iowa) were not expected to be 
present. They were expected, however, 
to get a pretty warm set of ears when the 
Reclamation folks get down to cases at 
the Colorado meeting. 

Purpose of the meeting was to outline 
the program for the new fiscal year and 
revise plans to fit recent congressional 
appropriations. Consideration was to be 
given to disposition of “carry-over” 
funds remaining from fiscal 1948. The 
conference program included Krug 
speeches and a tour of the Colorado-Big 
Thompson project. 


AX previously noted in these pages, the 
Interior Department Appropria- 
tion Bill, as it finally passed Congress, 
gave the Reclamation Bureau a lot of 
difficult things to think about aside from 
finding a new qualified commissioner and 
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several other second-string officials. Elec- 

tric power industry folks were actually 

wondering whether the bill did not indi- 

cate that the Republican leadership in 

Congress is thinking about a new and 

completely overhauled Federal power 
licy. 

Although the House-Senate confer- 
ence deleted House provisions which 
would have prohibited Federal agency 
use of interest payments out of power 
revenues (on unamortized Federal irri- 
gation project investments) to subsidize 
cheap wholesale power rates, the present 
leadership in Congress is obviously point- 
ing in that direction. The conference re- 
port, accepted by both houses, stated on 
this point: “ . . . the conferees are in 
agreement that new legislation shall be 
passed at the earliest opportunity provid- 
ing for the disposal of the interest col- 
lected on sums invested in power . . . and 
with the understanding that interest here- 
tofore or hereafter collected . . . shall not 
be allocated during the fiscal year 1949.” 
A similar restriction was written directly 
into the new law specifically limiting the 
use of interest funds collected from 
Grand Coulee power revenues. 

Of course, Reclamation Commissioner 
Straus, during his remaining months in 
office may not pay too much attention to 
such conference report policy recom- 
mendations, even though Congressmen 
such as Representative Jensen take the 
view that they should have the effect of 
law itself. On the contrary, administra- 
tion strategy seems to be to press on with 
the subsidization of cheap Federal power 
(through the use of apprépriated funds 
to the fullest extent possible) as long as 
it remains in office. 


ONGRESS also wants to put an end to 

Reclamation Bureau activities pro- 
moting public ownership to the injury of 
private industry. True, an earlier House 
provision in the bill itself, forbidding 
such practice, was dropped from the 
final text of the law. But, in its place, the 
conference report states “the conferees 
are in general agreement with the objec- 
tives set forth in such amendment, and it 
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is directed by the conferees that the 
(Reclamation) Bureau curb activities of 
the nature which have given rise to the 
widespread opinion that its employees 
have been unduly aggressive in offering 
the extension of services which are often 
in direct or implied competition with ex- 
isting private facilities.” 

Funds for the Central Valley project 
as finally approved amounted to $41,- 
385,900, “no part of which shall be avail- 
able for examination and surveys in con- 
nection with power facilities in any state 
other than the state of California.” There 
is a further restriction against use of such 
funds to start new transmission lines 
from Shasta dam. The conference report 
also specifies, in connection with $22,- 
125,000 for the Davis dam project in 
Arizona, that such appropriation carries 
“the understanding that funds available 
for the construction of transmission lines 
shall be used only for back-bone or main 
transmission lines now under construc- 
tion or under contract.” 


+ 
Utilities Out of the Doghouse? 


N over-all review of the work of the 
80th Congress from January, 1947, 
up to its recess adjournment prior to the 
Republican convention, gives rise to the 
question whether the solons have finally 
decided to stop treating public utilities 
generally, and the electric power industry 
particularly, as so many stepchildren, if 
not worse, The evidence of this shifting 
sentiment was spaced and scanty. It re- 
quires a good deal of fine-tooth combing 
and reading between the lines. Congress 
is still handing out no roses to the public 
utilities, or anything like that. 

But, on the whole, the record of the 
80th Congress shows a cumulative tend- 
ency to let up on the old New Deal prac- 
tice of doing something different every 
week or so to make life miserable for the 
utility industry. Running briefly over the 
list there was, first of all, the recognition 
by Congress of the virtues of commission 
regulation, as exemplified by the dean of 
all the Federal regulatory bodies, the In- 
terstate Commerce Commission. This 
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took the form of passing over President 
Truman’s veto the Reed-Bulwinkle Bill 
to let the ICC supervise rate making 
without the benefit of back-seat driving 
from the Justice Department’s antitrust 
division. 

Then there was the latest defeat in the 
Senate of the St. Lawrence seaway-pow- 
er proposal, although nobody believes 
seriously that the utility industry had 
very much to do with the result. It was 
the eastern seaboard Senators who 
wrecked the seaway. 


| ger teae the most clear-cut symbol of 
swinging away from antiutility policy 
was the refusal of congressional author- 
ity for TVA to start building a steam 
generating plant at New Johnsonville, 
Tennessee. The House prevailed in this 
view despite a terrific amount of pressure 
from the Senate, the White House, and a 
record amount of propaganda which 
carried with it most of the nation’s press. 
The House just could not rid itself of the 
view that when the government starts 
building steam plants it is embarking 
baldly in the public utility business. 

Then, too, there was the refusal of 
Congress to authorize any new projects 
or take up any new “authority” bills, and 
the spanking already noted above admin- 
istered to public power-minded officials 
of the Reclamation Bureau, although 
Congressmen probably would say the 
Reclamation folks brought it on them- 
selves. True, none of the bills to ease some 
of the burdens of regulatory statutes 
(Federal Power, Natural Gas, and Com- 
munication acts) were passed. But at 
least they got to hearings and one (the 
Rizley Bill) actually got through the 
House. Compared with former years, 
that constitutes some progress. 


Record Pipe-line Activity 


— world’s pipe-line facilities are 
now being expanded through con- 


struction programs that will add 29,000 
miles to existing oil and gas transporta- 
tion installations, Dr. M. A. Hyde, an 
engineer associated with Westinghouse 
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Electric Corporation, told the American 
Institute of Electrical Engineers at its 
summer meeting in Mexico City on June 
21st. 

Most of the new construction is 
centered in the United States, Dr. Hyde 
said, with natural gas lines accounting 
for 10,900 miles, crude oil 7,600, and 
crude oil products 5,300 miles. About 
5,200 miles of new pipe line are being 
built outside the United States. 

One of the more interesting gas pipe- 
line plans was the announcement of the 
execution of a contract of the East Ten- 
nessee Natural Gas Company of Chat- 
tanooga for the construction of pipe-line 
facilities and the delivery of a continu- 
ous gas supply to the Oak Ridge area 
where the Atomic Energy Commission 
has its big plants. 

The gas company plans to construct 
pipe-line facilities from the main line of 
Tennessee Gas Transmission Company 
to. Oak Ridge, a distance of approxi- 
mately 150 miles. It is expected that con- 
struction will be commenced as soon as 
necessary approval of the Federal Power 
Commission can be obtained. Delivery 
of gas to the Oak Ridge area will begin 
at the earliest possible moment. 

Under the contract, the company 
agrees to furnish Oak Ridge a firm sup- 
ply of 60,000,000 cubic feet of natural 
gas daily. Life of the contract is twenty 
years from the date of initial gas delivery 
unless terminated earlier by the AEC. 

The problem of getting enough steel 
to carry out all pipe-line building plans 
has been complicated by the recent “draft 
industry” ridet tacked on the peacetime 
Selective Service Act passed by Congress 
just before adjournment. Neither pipe- 
line manufacturers nor steel men could 
say offhand whether the result is good 
or bad for early pipe-line prospects. The 
“draft industry clause” applies not mere- 
ly to steel production but to any industry 
engaged in supplying food or metal prod- 
ucts. It gives the President of the United 
States the right to take possession of any 
plant or mine or other facility which re- 
fuses to accept or give precedence to an 
order of the Armed Forces for materials 
needed for national security. 





Exchange Calls 


And Gossip 


Tennessee Court Supports 
Southern Bell 


TENNESSEE chancery court has 

handed down a ruling stating that 
a recent order of the state railroad and 
public utilities commission refusing any 
rate increase to Southern Bell Telephone 
& Telegraph Company was illegal and 
was not supported by the evidence in the 
case. 

In his opinion, Chancellor William J. 
Wade said, “There is not the slightest 
doubt in this court’s mind that the pres- 
ent rates of the telephone company are 
confiscatory.” 

The commission plans to appeal the 
case. However, it is reported that law- 
yers for the commission and the com- 
pany will attempt to reach a temporary 
agreement on a rate increase which could 
be put into effect pending court action 
on the appeal. If this attempt fails, it is 
expected that Southern Bell will seek an 
injunction from Chancellor Wade pro- 
hibiting the commission from refusing 
higher interim rates pending final settle- 
ment of the case. 

The company seeks a 16 per cent ad- 
vance in rates, Chancellor Wade made 
it clear that the court does not have pow- 
er to fix rates, but that it did have the 
power to decide as to whether or not any 
given rates are confiscatory. 

In this connection Wade said: “As an 
over-all picture, the record shows that 
the rates of the telephone company have 
not been increased since 1923. It further 
shows that since 1939, prices of materials 
and equipment have increased from 25 
per cent to 50 per cent. Wages have spi- 
raled upward, and as a result of a strike 
in 1947, the annual increase in wages 
amounted to $1,126,180.” 
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He continued : “The proof in the rec- 
ord is to the effect that the company had 
an actual operating loss in 1946 of $745,- 
000 before the payment of interest, which 
is approximately $550,000 or a total op- 
erating deficit on its intrastate operations 
of $1,295,000 a year.” 


aa 
Radio Phone Regulation 


M OST users of radiotelephone service 
and equipment are in for consid- 
erable brow grooving and head scratch- 
ing when studying the new rules and 
regulations promulgated by the Federal 
Communications Commission, The pre- 
vious experimental setup called general 
mobile radio service is being revamped 
on a regular basis. 

Persons affected by the new proposed 
rules will have until July 12th to voice 
objection to any allocation of radio fre- 
quencies or to other parts of the rules 
by filing a petition. The commission will 
not get down to drafting the final rules 
until late in the summer and the final 
order is not expected until next fall— 
October at the earliest. 

The final reclassification should re- 
move some of the confusion and conflict 
in present allocations. However, in such 
a complicated matter as reallocating ra- 
dio mobile frequencies for almost every 
conceivable purpose it is too much to 
hope that everyone will be satisfied. 
There just are not sufficient frequencies 
available for the growing demand. 

The three new classes of mobile radio 
service which the FCC proposes to sub- 
stitute for its previous general mobile 
radio services are: 

1, Land Transportation Radio Services— 
to provide communication facilities for in- 
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tercity busses and trucks, urban transit ve- 
hicles, railroads, and taxicabs. 

2. Domestic Public Mobile Radiotelephone 
Services—to furnish a common carrier mo- 
bile radiotelephone service to the general 
public. (Telephone companies are included 
here.) 

3. Industrial Radio Services—for miscel- 
laneous use, such as by delivery and pick-up 
services, auto clubs, doctors’ cars, ambu- 
lances, emergency and safety crew services 
for vital industries. 


Already, complaints are being heard 
from many quarters. Railroads do not 
think they have been given adequate 
treatment. Police departments in nu- 
merous parts of the ‘country claim that 
their activities are being circumscribed. 
Some miscellaneous industria] users are 
disgruntled. And so it goes. 


5 
Two Investigations for FCC 


oTH the House and Senate are plan- 
ning comprehensive investigations 
of the Federal Communications Com- 
mission this summer. A subcommittee of 
the Senate Committee on Interstate and 
Foreign Commerce has been appointed 
to conduct studies of various communi- 
cations problems during the recess of the 
80th Congress. The House has approved 
a resolution calling for the creation of a 
special 5-man committee to investigate 
FCC. 

The Senate group will be headed by 
Wallace H. White, Jr., Republican of 
Maine; Charles W. Tobey, Republican 
of New Hampshire ; and Ernest W. Mc- 
Farland, Democrat of Arizona. This 
subcommittee will look into all phases of 
communications with the purpose of rec- 
ommending legislation to the next Con- 
gress. The operations of FCC will re- 
ceive particular attention, with emphasis 
on whether or not the agency is ade- 
quately checking over-all operation and 
qualifications of radio station licensees in 
granting renewals of licenses. Other 
matters on the agenda include problems 
relating to American domestic and in- 
ternational telephone, telegraph, and 
cable companies, Also involved will be 
study of national defense problems ; the 
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question of radio frequency shortage 
for such services as aviation, trains 
taxicabs, and industrial uses; and forth. 
coming international conferences a 
which treaties will be made regarding the 
use of radio frequencies. 


HE proposed investigation in the 

House will concentrate on the ac. 
tivities and policies of FCC. The resolu- 
tion to create the special investigating 
committee was introduced by Forest A. 
Harness, Republican of Indiana. The 
Rules Committee approved the resolu- 
tion by a vote of 9 to 1, and the House 
membership adopted it June 19th bya 
vote of 174 to 50. 

The special House committee is given 
very broad powers. It is generally ex- 
pected to produce more headlines in the 
papers than the studies to be conducted 
by the Senate group. One reason for this 
is that the Harness resolution directs the 
investigators to determine the facts with 
respect to certain policies of FCC which 
are alleged to result in lenient treatment 
of subversive groups. 

An excerpt from the Harness resolu- 
tion reveals the general direction of in- 
quiry which may be expected: 

(The study is to determine) whether the 
commission has licensed, or proposes to li- 
cense, any radio station or stations owned 
or controlled by persons who are members 
of, or affiliated with, subversive or Com- 
munist-front organizations or who might 
permit the facilities of such radio stations to 
be used contrary to the public interest. 


The House investigators are directed 
also to examine the commission’s power 
to issue its so-called “Blue Book,” and 
to determine whether it is being used di- 
rectly or indirectly to regulate the radio 
program content at licensed radio sta- 
tions. Another point up for inquiry is 
“whether there has been, or is, any con- 
certed movement or effort to procure the 
concentration of radio station licenses, 
including frequency modulation, ampli- 
tude modulation, and television, in the 
hands of a limited class of persons or 
concerns rather than a distribution of 
such licenses on a geographical and equi- 
table basis.” 





EXCHANGE CALLS AND GOSSIP 


Criticism of the license granting poli- 
cies has been voiced in Congress, pri- 
marily by Representative F. Edward 
Hebert, Democrat of Louisiana. Also it 
is intimated in some quarters that one 
reason for starting these investigations 
early is to keep a close check of FCC’s 
political neutrality during the coming 
campaign. 

te 


Telephone Union Affiliation 


HETHER or not to affiliate with 

AFL or CIO is a question still be- 
ing toyed with by the Communications 
Workers of America (CWA). The prob- 
lem received considerable attention at the 
recent CWA convention at Spokane. The 
president of the union, Joseph A. Beirne, 
and most of the members of the execu- 
tive committee made definite public 
statements in favor of joining up with 
one or the other of the two national 
unions. 

However, the rank and file of the 
membership, as represented by the 
delegates present at the convention, voted 
77,800 against affiliation and 70,600 in 
favor. 

That the conflict is not settled was re- 
vealed by a resolution passed at the meet- 
ing calling for the creation of a com- 
mittee to investigate the “status which 
would be accorded to CWA by the AFL 
and by the CIO.” After the results of 
this factual report have been received by 
the executive committee, it is planned to 
take a general referendum of the mem- 
bership. If the vote is in favor of remain- 
ing independent, the present CWA lead- 
ers may find themselves in the embar- 
rassing position of having taken a stand 
in opposition to the rank and file. 

The workers would like answers to 
two questions before taking any definite 
step toward affiliation : (1) What will we 
get? and (2) How much will it cost? 
This is shown concretely in the decision 
to determine more facts as to “status” to 
be accorded by the national unions, Also, 
that the cost of affiliation is an important 
factor is indicated by the spirited debates 
at the convention as to whether their own 
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dues should be 25, 35, or 50 cents per 
month. The 35-cent figure won. 


* 
Communications Advisory 


Group Named 


A= MON carrier communications ad- 

visory panel of three members has 
been named for the Office of Civil De- 
fense Planning. This reveals that the 
program for obtaining talent for the 
planning office headed by Russell J. 
Hopley, president of the Northwestern 
Bell Telephone Company, is making 
satisfactory progress. 

The advisory panel is composed of 
Clyde S. Bailey, executive vice president 
of the United States Independent Tele- 
phone Association ; C. M. Brown, direc- 
tor of plans and methods of the Western 
Union Telegraph Company; and J. B. 
Rees, assistant chief engineer of the 
American Telephone and Telegraph 
Company, representing the Bell system. 

Other communication experts have 
been named as members of the fire and 
police advisory panels. Most of these 
groups plan meetings soon. Other panels 
are in the process of formation, one of 
the most important of which is the radio 
broadcasting industry group. 


ye 
Woman Commissioner for FCC 


Iss Frieda B. Hennock of New 

York city has finally been ap- 
proved by the Senate as a member of the 
Federal Communications Commission. 
She is to fill the Democratic vacancy re- 
sulting from the resignation of Com- 
missioner Clifford J. Durr, effective July 
ist. Miss Hennock will be the first lady 
member of any Federal regulatory 
agency. 

The commission consists of three 
Democrats, three Republicans, and one 
Independent. Senator Wherry of Ne- 
braska, the Republican whip, ex- 
plained that bipartisan support for the 
Senate confirmation was obtained by 
John W. Davis, nationally known law- 
yer. 
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Trends in Utility Financing 

7 accompanying chart shows the 

character of new money financing 
for all utilities over the past three 
decades. Unfortunately, the source data 
(compiled by the Commercial & Finan- 
cial Chronicle) lump together preferred 
and common stock financing, (Bond 
financing is divided between “bonds” and 
“notes” but we have combined these two 
items. ) 

The 14 per cent ratio for all stock 
financing during 1947-8 is reminiscent of 
the 1919-20 depression and the 1932-43 
abnormal period, but the figures are not 
so bad as they look. In the first place the 
stock figures do not include the huge 
amount of American Telephone and 
Telegraph common stock sold last year 
on a partial payment plan. Some 260,000 
employees agreed in September, 1947, to 
purchase 1,430,000 shares (at $20 be- 
low the market price when payment is 
completed, but within a range of 100- 
150). Assuming for convenience a price 
of 130 and disregarding cancellations 
this would mean sale of $186,000,000 
stock. At the rate of $5 per share per 
month, payments would be distributed 
about as follows: 1947, $7,000,000; 
1948-9, $86,000,000 each; and 1950, 
$7,000,000. 


*Nore. Mr. Ely’s editorial analyses in the 
field of public utility finance are now an exclu- 
sive regular feature in Pustic Utiiities Ferr- 
NIGHTLY and appear in no other publication or 
periodical service. 
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Financial News 
and Comment 


By OWEN ELY* 


Secondly, the figures do not reflect the 
large amounts of stock which may be cre- 
ated automatically in the future by con- 
version of convertible bonds. American 
Telephone alone issued $358,000,000 
convertible bonds last year; and $87,- 
000,000 of previous debenture issues 
were converted into stock at $140-50 per 
share. Thus while the American Tele- 
phone system increased its debt ratio in 
1947 from 38 per cent to 49 per cent, 
complete conversion of convertible bonds 
outstanding at the end of 1947 would re- 
duce the proportion of debt to only about 
36 per cent (with a further reduction 
reflecting the shares to be issued under 
the employees’ stock plan referred to 
above, except as this may be offset by 
debt financing). 


oR 1947 and the first five months of 

1948, our own compilation of new 
money financing for electric utilities only 
is shown in the table on page 109. On 
the face of it, this table also indicates an 
extremely high ratio of debt financing— 
69 per cent last year and 81 per cent this 
year. However, this may be adjusted for 
reinvested earnings. In both 1946 and 
1947 all electric utilities had earnings of 
$180,000,000 in excess of dividend pay- 
ments, which in the absence of special 
adjustments would increase surplus and 
common stock equity..To allow for 
amortization of debt discount, etc., we 
have rounded out the figure to $200,000,- 
000 per annum. (It seems doubtful 
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whether any part of depreciation accruals 
or plant amortization can safely be con- 
sidered as effecting an increase in stock 
equity, though they should release sub- 
stantial amounts of cash for construction 
purposes.) The addition of the $200,- 
000,000 has a very substantial effect on 
the 1947 ratios, reducing the debt ratio 
from 69 per cent to 51 per cent and rais- 
ing the common stock ratio from 13 per 
cent to 36 per cent. The next adjustment 
is more theoretical—it assumes that all 
issues of convertible bonds and converti- 
ble preferred stocks will be exchanged 
for common stocks in the reasonably near 
future. (The entire Consolidated Edison 
issue of debenture 3s is included, but 
some other convertible securities issued 
only for refunding purposes have been 
omitted.) This adjustment improves the 
1948 figures considerably, although the 
debt ratio still remains quite high. 

The table is defective in that it does 
not include a large amount of temporary 
debt financing through bank loans. Also 
it does not indicate the extent to which 
surplus cash on hand was used to aid the 
construction program. The only correct 
figures will be those obtainable from the 
combined balance sheet for all principal 
electric utilities, which unfortunately the 
FPC is rather slow in compiling. The 
December 31, 1946, ratios for all class A 
and B electrical utilities were as follows: 

Per- 
Millions centage 
Long-term Debt 


: 46% 
Preferred Stock 2.1 16 
Common Stock and Surplus 5. 38 


$13.2 100% 


1. figures differ considerably 
from the so-called SEC capital for- 
mula of 50-25-25. Many companies have 
considerable “leeway” on debt financing 
before their ratios will exceed 50 per 
cent. Another point is the relatively 
small ratio of preferred stock as com- 
pared with common stock. It is interest- 
ing to note that the adjusted figures for 
1947 financing (49-13-38) do not differ 
very much from the 1946 balance sheet 
totals; however, the 1948 adjusted fig- 
ures indicate too much resort to debt 
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financing. With the recently improving 
stock market and hopes that political de. 
velopments may usher in a utility market 
next fall, there has been a tendency to 
delay equity financing. 

The major object lesson from the 
1947-8 figures is the dearth of preferred 
stock financing. The unfavorable recep. 
tions recently accorded two important 
preferred stock offerings (handled 
through competitive bidding) again indi. 
cate the great difficulty of placing these 
issues On a competitive basis. On the 
other hand, the pending sale of 1,000,000 
shares of Pacific Gas and Electric pre- 
ferred stock appears likely to prove quite 
successful due to its being handled on 
a negotiated and “realistic” basis. To 
compensate for a lack of a sinking or 
purchase fund, the yield (4.72 per cent) 
has been fixed substantially higher than 
the recent yield of the 6 per cent pre- 
ferred stock on the New York Curb 
(about 4.38 per cent at 344). 


* 


The April Earnings Figures 


ee FPC compilation of “Sales, 
Revenues, and Income” for electric 
utilities for April, now available, reflects 
new trends. There has been an abrupt 
reversal in the low water conditions 
which plagued the utilities in many sec- 
tions during the winter months; Cali- 
fornia, which had a brown-out several 
months ago, now has its reservoirs al- 
most full (except perhaps in the south). 
Hydroelectric output in April was the 
highest on record, with an increase of 8.1 
per cent over last year; New England, 
New York, and California still lagged 
slightly behind last year, however. Coal 
consumption was 8.4 per cent over last 
year but 10.9 per cent under March. 
As a result of more favorable hydro 
conditions (as well as the seasonal de- 
cline in output) fuel expenses were only 
about $56,000,000 for April as compared 
with over $66,000,000. in January; the 
gain over last year was 36.1 per cent con- 
trasted with 47.1 per cent increase in 


January. 
The following comparisons indicate 
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varying trends in revenues per kilowatt 
hour, for different services : 


PERCENTAGE INCREASES IN AprRIL 1948 OVER 
Year Aco 
KWH 
Sales 
Residential Service .. 15.4% 
Commercial Service .. 12.6 12.7 
Industrial Service .... 7.8 11.6 
Miscellaneous D. 3.3 


Revenues 


11.5% 





Total Sales to Ulti- 
mate Consumers ... 


9.0% 11.0% 


The figures indicate that as compared 
with a year earlier residential rates were 
still declining (or customers were ob- 
taining lower average rates due to higher 
monthly usage) ; commercial rates ap- 
peared to be about the same, while in- 
dustrial and miscellaneous rates reflected 
the operation of fuel clauses and other 
favorable adjustments. 


ALARIES and wages in April were 11.2 
per cent over last year, beginning to 
reflect the third round of wage increases, 
plus increased employment. The rate of 
gain was higher than in March. Depre- 
ciation and interest figures are now be- 
ginning to reflect growing plant invest- 
ment. Depreciation was 7.3 per cent over 
last year, and interest on long-term debt 
was up 8.7 per cent. For the twelve 
months ended April, depreciation was up 
6.4 per cent and interest only 2.1 per cent, 
In April net electric operating reve- 
nues gained 1 per cent but gross income 


was down .4 per cent and net income off 
2.1 per cent compared with April, 1947. 
For the first four months there was a 
decline in net income of about 2.6 per 
cent. 

The outlook for the balance of the year 
has been moderately improved by the 
“favorable” wage settlement between 
Mr, Lewis and the coal industry. The 
average cost of coal for the utilities is 
expected to rise from $6.50 to $7 or an 
increase of about 8 per cent. About $45,- 
000,000 a year will be added to the annual 
fuel bill, of which nearly half might be 
absorbed by fuel clauses, and 38 per cent 
of the remainder by tax savings. 


+ 


AM Engineer Looks at the 
Financial Problems of the 
Electric Utilities 


J W. McDona tp, Jr., a partner of 
e N.A. Lougee & Company (consult- 
ing engineers of 120 Broadway, New 
York), has written a 19-page brochure 
entitled “What Is Ahead for the Electric 
Light and Power Industry.” It is a study 
of the industry as a whole and brings out 
a number of new “angles” and interest- 
ing conclusions. Mr. McDonald is op- 
timistic as to the outlook. He points out 
that, as compared with thirty years ago, 
sales of electricity are 10} times greater, 
revenue 9 times, capacity 44, and plant 
account 5 times; the growth rate in the 
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NEW MONEY FINANCING BY ELECTRIC UTILITIES, AND 
ADJUSTED CAPITAL RATIOS 


Amounts % of 


(Mill.) Total 
Calendar Year 1947 
Bonds $398 69% 
Preferred Stocks ... 103 18 
Common Stocks .... 78 13 


$579 100% 

Jan.-May, 1948 
Bonds $520 
Preferred Stocks ... 68 
Common Stocks .... 52 8 


$640 100% 


81% 
11 


109 


Add 

Reinv. 

Earn., Adjusted 
Etc. Amounts 


$200 


$200 


$85 


Adj. for 
Future 
%of Con- Adjusted % of 
Total versions Amounts Total 
$398 51% —$2l $377 49% 
103 13 103 13 
278 36 + 21 299 38 


$779 100% 
$520 

68 

137 


$725 


$79 
$451 
43 
231 
$725 
JULY 15, 1948 


100% 





PUBLIC UTILITIES FORTNIGHTLY 


past twenty years has been about 4 
cent compounded. The utilities’ past a il 
ity to handlea constantly growing busi- 
ness with a relatively small increase in 
plant has been largely due to (1) reduc- 
tion of reserve capacity from about 25 
per cent to 5 per cent, and (2) some 1,- 
500 system interconnections and 8 pools. 
Regarding future economies, he points 
out that even “more widespread inter- 
connection of contiguous systems will be 
made to handle nonsimultaneous or di- 
versified peaks.” The increased cost of 
steam generating equipment and fuel 
costs may cause re€éxamination of a num- 
ber of hydroelectric sites, heretofore con- 
sidered unfavorable for development. 
Also, a number of other engineering de- 
velopments uneconomic at lower price 
levels are now justified. In addition, 
there is further mechanization of custom- 
er accounting and billing, use of auto- 
matic equipment for reading meters, etc., 

which may cut operating expenses. 


EGARDING future increase in sales, 
Mr, McDonald describes the fol- 
lowing load-building factors: (1) new 
appliances such as television, electronic 
devices, radiant space heating, the heat 
pump, air conditioning, quick-freeze and 
storage locker units; and home labor- 
saving devices such as washers, due to 
shortage of domestic help. (2) For “ade- 
quate” lighting residential and commer- 
cial buildings should have four to seven 
times as much light as at present. (3) 
Farm usage is expected to increase to 
6,000 kilowatt hours per annum within 
ten years. He estimates the following 
rate of growth in electric capacity (mil- 
lions of kilowatts) : 
Reserve 
Increase Total Per Cent 
2 50.3 

52.3 5% 

57.0 6-8 

61.9 - 

1950-1 est. 71.4 15 


In the past decade the utilities have 
held their labor costs to a relatively sat- 
isfactory level by increased use of equip- 
ment and other economies. Kilowatt- 
hour sales per employee were over twice 
as great in 1947 as in 1936, Thus the in- 
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larly in California. 
| generating equipment can produce 1 kilo- 
| watt hour with about .7 pound of good 


crease in wage rates has been partly 
absorbed, Since 1940 cash in pay en- 
velopes has increased about 70 per cent; 
the increase in the 1946 hourly rate was 
over 15 cents, 1947 6 cents, and 1948 an 
estimated 9 cents. The latter will in- 
crease the wage bill for the industry 
about $40-$45,000,000. 

After the war there was a good deal of 
deferred maintenance to be taken care 
of, and, more recently, with nearly all 
steam equipment in operation, it has been 
necessary to do maintenance work at un- 
favorable times involving overtime pay- 
ments. While this situation may be re- 
lieved, on the other hand with a heavy 
expansion program under way, rearrang- 
ing of the existing system to conform 
with the new plant may entail abnormal 
\maintenance costs. Hence, with wage 
lrates rising, little relief as to maintenance 
lcosts appears likely in the immediate 
future, Mr. McDonald concludes, 


a he price of coal has about doubled 
in the last nine years; burning of 
poorer grades and use of obsolete equip- 
ment have accelerated the rise in total fuel 
costs. So far as price alone is concerned, 
about two-thirds of the utilities have fuel 
clauses by which they recover some 65 
per cent of the increase (for the indus- 
try as a whole, this would work out at 
about 44 per cent recovery). Poor water 
conditions in the latter half of 1947 were 
a heavy obstacle, but at present hydro 
conditions are much improved, particu- 
Latest type steam 


coal ; on the average the utilities burned 
nearly 1.3 pounds in 1947. If an esti- 
mated 2,300,000-kilowatt average new ca- 
pacity is in use during 1948, there might 
be effected a saving in fuel costs (after 
Federal income tax) of $20,000,000. 
However, an estimated increase of 10 
per cent in prices would more than wipe 
out this economy. 

Regarding depreciation, Mr. McDon- 
ald points out that replacement of obso- 
lete electric plant will now require twice 
as many dollars as in 1929. Many utili- 
ties employ the straight-line method of 
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depreciation accruals, based on mortal- 
ity estimates. However, he estimates that 
about 80 per cent of electric utility retire- 
ments are not based on physical wear and 
tear, but rather on obsolescence, inade- 
quacy, and government regulations. De- 
preciation changes may be subject to fu- 
ture revision, 

Regarding increasing costs and the 
difficulties of servicing the industry’s es- 
timated $6 billion construction program 
of 1948-51, Mr. McDonald points out 
that in 1947 rate increases were allowed 
to over 30 manufactured gas companies 
in 14 states; Bell system companies ob- 
tained increases in 28 states; a great 
number of trolley and bus companies 
have been allowed to increase their fares ; 
and the railroads have been granted three 
freight rate and several passenger rate 
increases. The electric utilities should 
have no difficulty in gaining any needed 
/ increases, considering this record. 


r. McDona p feels that the time 
to seek rate adjustment is now, He 
points out that “a few electric utility 
men think that they should take steps 
now to obtain higher rates against a high- 
er operating cost level over the coming 
years ... [After] the peak of prices has 
passed, requests for electric rate in- 
creases when practically all other items 
are declining will not be easily under- 
stood by the public, will be most unpopu- 
lar, and the objective more difficult to 
attain.” On the other hand, he points out 
state commissions in the past have usual- 
ly wanted to see earnings actually go 
down before they would consider rate 
increases. However, he states “it is re- 
assuring to note that recently a number 
of forward-looking commissions have 
been carefully considering trends and 
their probable future effects. . . . Regula- 
tory bodies will have to approach rate 
making from a standpoint of attracting 
new capital.” 

' Mr, McDonald thinks (and utility men 
will probably agree with him) that ad- 
justments in rate schedules are prefer- 
able to a broad percentage increase. With 
the present load factors, the lowest step 
on the rate schedule may not be in line 
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with costs. Special study should be given 
to industrial rates, particularly when op- 
erating at peak ig Industrial business 
in many cases is marginal business, tak- 
ing advantage of the utilities’ former ex- 
cess capacity. Under present conditions, 
with the competitive factor largely ab- 
sent, industrial rates might well be in- 
creased, particularly as this should not 
arouse political opposition. “Inflation” 
clauses should be inserted in most rate 
schedules on a broader basis than at pres- 
ent, to operate like a “cost of living” 
wage bonus, adjusting rates constantly 
to the utility’s cost of living. “Fuel” 
clauses in large industrial power con- 
tracts do not provide for increases in 
taxes, labor, and miscellaneous expenses, 
The rate schedule must be made more 
flexible to meet changing conditions. 
Discounts for prompt payment of bills 
could also be eliminated, thinks Mr. Mc- 
Donald (some utilities are doing this) ; 
although with the present shortage of 
working capital further postponement of 
collections might prove annoying. 

A 10 per cent increase in large indus- 
trial power charges would not be burden- 
some to industry, he feels. It would only 
increase production costs as a whole 
about 1 per cent, but it would increase 
utility net income (after Federal taxes) 
10 per cent. Such an increase need not 
necessarily require long-drawn-out reg- 
ulatory proceedings. A 10 per cent in- 
crease could also be applied to power fur- 
nished to the railroads, municipalities, 
etc. 


Eger the financing of the con- | 
struction program, about 93 per 
cent of our savings in 1947 were lodged | 
in institutional treasuries, hence the utili- | 
ties’ cash needs must come principally 
from this source—at least until the tax | 
laws are revised, Mr. McDonald feels 
that the 50 per cent debt ratio in capital 
structure should not be considered sa- 
cred, and that earnings coverage is a 
better yardstick. The job of the bankers 
“becomes largely one of styling the mer- 
chandise to fit institutional buying re- 
quirements, together with those of the 
entire market at any given time.” 
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RECENT FINANCIAL DATA FOR PRINCIPAL ELECTRIC OPERATING 


COMPANY STOCKS 


Revenues $50,000,000 and over 
Boston Edison ($2.40) 
Commonwealth Edison ($1.40) 
Consol, Edison of N.Y. ($1.60) 
Consol, Gas of Balt. ($3.60) 
Consumers Power ($2) 
Detroit Edison ($1.20) 

Duke Power ($4) 

Pacific G. & E. ($2) 

Penn, Power & Light ($1.20) 
Phila. Elec. ($1.20) 

Pub, Serv. Elec. & Gas 

So. Calif. Edison ($1.50) 


YNNNNONNOWHW 


Averages 
Revenues $10-$50,000,000 
Atlantic City Elec, ($1.20) 
Birmingham Elec 
Carolina P. & 8g ($2) 
‘Central Hudson G. & E. (52¢) 
Central Illinois P. S. ($1) 
Central Maine a ($i. 20) 
Cincinnati G. & E 40) 
Cleveland Elec, Illum. (2 20) 
Columbus & S. Ohio Elec. ($2.80) 
‘Connecticut L. & P. ($3.25) 
Dayton P. & L, ($1.80) 
Delaware P. & L. ($1) 
Florida Power Corp. ($1) 
Gulf States Util. ($1) 
Hartford Elec. Light ($2.85) 
Houston Lighting ($2) 
Illinois Power ($2) 
Indianapolis P. & L, ($1.50) 
Kansas Gas & ae ($1.60) 
Minnesota P. & L 20) 
No. Indiana P. S. 
Ohio Edison ($2) 
Potomac Elec. Power (90¢) 
Pub. Serv. of Colo. ($2.20) 
Pub. Serv. of Indiana (Stock) 
Public Service of N. H. ($1.80) 
Puget Sound P. 4 L. 
San Diego G. & E. (80¢) 
Southwestern Pub. Ser. ($1.80) 
Utah Power & Light ($1.40) 
Virginia Elec. Power ($1.20) 
Wisconsin Elec, Power ($1) 
Wisconsin P, & L. ($1.12) 
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California Elec. Pr. (60¢) 

El Paso Electric ($1.60) 
Empire Dist. Elec. ($1.12) 
Mountain States Power ($2.50) 
Sierra Pacific Power ($1.60) 
Tampa Electric ($2) 


QAGCAMNDON 


Averages 
Averages, three groups 
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Earned P-E 
Yield (12 Mos.) = Ratw 


$2.75-d 14.9 
1.94-m 14.4 
2.20-m 11.4 
4.69-m 13.6 
2.78-my 12.6 
1.47-my 
6.29-d 
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RECENT FINANCIAL DATA FOR PRINCIPAL ELECTRIC 
HOLDING COMPANY STOCKS 


6/24/48 Earned 
Integrated Holding Company Systems Price Yield (12 mos.) 
C American Gas & Elec. ($1 and Stock) ... 
C Central & South West (70¢) 
S New England Elec, System ($1) 
O New England G, & E. (80¢) 
S West Penn Elec, ($1) 


™ 


Averages 


Systems in Process of Integration 
Common Stocks—Dividend Paying 

C American L, & Tr. (Stock) 

C Cities Service ($2) 

C Electric Bond & Share (25¢) 

S General Pub. Util. (80¢) 

S North American (Cash and Stock) 

U 

S 

S 

> 


nN 


—— 
WNIOWNEN, Wn 


Philadelphia Co. (60¢) 
Pub. Serv. of New Jersey ($1.40) 
United Gas Imp. ($1.30) 
United Lt. & Rys. (Stock) 
O West Penn Power ($1.80) 


SOM: DO 


DAOAS: Ww Nd 
-_ 


PMNWMA, Wt Wor 


wn 

loa) 

2 
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_ 
NI 


Averages 


Common Stocks—N ondividend 
S American P. & L. 
S Commonwealth & Southern 
S Electric P. & L. 
S Inter. Hydro-Elec, “A” 
C Long Island Lighting 
CF I, Sk Sse whew sccuwdeucs 
O New England Pub. -Ser. ...............- 
C Niagara Hudson Power 
C North American L, & P 
S Ue Ge wanecccccwtncsethiatcscvens 


Approx. 
Preferred Stocks—Dividend Paying shoes Arveors 
S I, Fo ngs knds cacvedsncvs 6.4% 
S Philadelphia Co. $6 Pid, ........ccccsceess 6 
S American & For. Power $7 Pfd. ......... 
S American P. & L. $6 Pfd. 
S Commonwealth & Southern $6 Pfd. ...... 
SD SERN By Oe a Oe Be ons cbc 69:05. 00055.00 
C Niagara Hudson Pr. 5% Ist Pfd.......... 
O Nr. States Pr. (Del.) 7% Pfd. ........... 


Average 


Preferred Stocks—No Current Payments 


C Ehecie P. & L. 97 and Pod. .....06...2. ng 110 
C Inter. Hydro-Elec. $3.50 Pfd, ............ 55 i 48 
O New England P. S. $7 Plain Pid. ......... 112 oy 112 
S Standard G. & E. $7 Prior Pref. .......... 112 ms 99 
— UU US OS eer re 109 ate 99 


B—Boston Exchange. C—Curb Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. d—December, 1947; j—January; f—February; m—March; a— 
April; my—May, 1948. wi—When issued. PF—Pro forma. 
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What Others Think 


Building a Strong America 


HE Chamber of Commerce of the 

United States at its recent thirty- 
sixth annual meeting heard many leaders 
from business and government present 
information and explain policies dedi- 
cated to the general theme of building a 
strong America. Some of the addresses 
were of particular interest to those in 
the utility business, although they did 
not for the most part deal with questions 
related to specific utility matters. Sena- 
tor Styles Bridges, Republican from 
New Hampshire and chairman of the 
Senate Appropriations Committee, told 
some of the inside story of how Congress 
loses its hold on government expendi- 
tures despite the fact that it has the power 
to grant or refuse Federal funds. The 
president of E. I. du Pont de Nemours 
& Company, Crawford H. Greenewalt, 
discussed increasing government control 
and the necessity for business to explain 
and defend our American system. Allan 
M. Pope, chairman of the finance com- 
mittee of New York University, talked 
on the problem of obtaining venture 
capital for expansion of industry. 

The high lights of these addresses are 
presented below. 

Senator Bridges presented an enlight- 
ening discussion on the subject of con- 
gressional control of the purse. The main 
theme of the address consisted of an ex- 
planation as to why it is extremely diffi- 
cult for Congress to hold down govern- 
mental expenses and why it is necessary 
for all groups to codperate by positive 
action. 


6 a Senator is not optimistic about 
the ability of Congress to reduce 
Federal expenses during 1949. Two rea- 
sons mentioned were the increased need 
for greater defense expenditures and the 
general extravagance of the executive 
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branch of government. On these points 
he said, in part: 


...broad large-scale reductions in items in- 
volving our national security cannot be hoped 
for this year. Of the budget requests for 
$32.9 billion, $22.7 billion are to go for na- 
tional defense, foreign aid, veterans’ benefits, 
and interest on the debt. The target the 
Congress set, of a reduction of $2 billion 
in appropriations, seemed sane and reason- 
able at the time. But even as I talk to you 
now, additional legislation is pending for 
national defense which will swell the total. 
Therefore, most of the savings we make will 
have to come out of the remaining regular 
functions of the government, And even this 
will not be easy. 

In fact—I tell you frankly—and I am 
not idly “viewing with alarm”—we cannot 
hope to make substantial reductions even in 
nondefense government spending unless the 
Congress receives a lot more support from 
those who profess to be economy conscious 
than it is now getting. 

I do not believe that I make a fetish of 
economy, But as one who believes in thrift 
and the need for a sound financial system, 
I am appalled by the constant demands of 
the executive departments and agencies for 
every imaginable kind of frill. The other 
day the Governor General of Panama canal 
came to our committee and asked for money 
for experimental housing. The houses would 
cost about $25,000 per family unit! 


At this point, Senator Bridges cited 
numerous examples of extravagance in 
regular Federal departments. Explained 
were many of the difficulties Congress 
has when it attempts to curtail such ex- 
penditures. He referred particularly to 
what he called “the deficiency racket,” 
stating : 

To many observers it might seem that, if 
the Congress so wishes, it could easily secure 
control over the expenditures of the execu- 
tive agencies. It makes the laws; it hands 
out the money, It may grant or deny. But 
it is by no means as easy as that. Let me 
explain. 

n the first place, the Congress has full 
power to appropriate, but it does not con- 
trol expenditures to the same degree. Al- 
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though it has passed a law stating categori- 
cally that the departments and agencies of 
the government shall apportion their appro- 
priated funds quarterly or in some other 
manner so that they will carry the depart- 
ment through the entire year, many of the 
departments and agencies disregard this law 
entirely and use up their funds before the 
end of the year. Then they work the de- 
ficiency racket. They come to the Congress 
and present their demands for further funds. 
Congress has the power either to grant the 
request or to refuse it. If it chooses the 
latter course, the functions of the agency 
and its services to the American public are 
cut off, employees are dismissed, and Con- 
gress is blamed for the entire affair. 
During the past session there were 777 
deficiency and supplemental requests from 
departments and agencies. They totaled over 
$6 billion. Some of these were of an emer- 
gency nature, occasioned by the present dis- 
turbed international situation, and therefore 
thoroughly justified. But many more lack 
even a semblance of legal justification. Yet if 
the Congress were to refuse these deficiency 
requests, a wild storm of protest would en- 
sue, engendered by the agencies involved, 
but emanating from the public itself. The 
choice is inevitable and the deficiency ap- 
propriation goes through—to the smug satis- 
faction of agency officials who have once 
more thwarted the will of the Congress. 


As Cone reason given as to why the 
Congress cannot assume full con- 
trol of the country’s finances is the power 
of the propaganda machines in these 
same agencies. As one example, the Sen- 
ator asserted that, by exaggerating the 
effects of curtailed services, the agencies 
have sought to enlist newspaper support, 
even to the point of writing inspired edi- 
torials. 

“Where does the businessman, the 
citizen who is interested in his govern- 
ment, fit into the economy picture?” To 
this question, Senator Bridges gave con- 
siderable attention. He called for con- 
certed action and the assumption of re- 
sponsibility by all groups, The point was 
expressed thus : 

I am constantly being told by my friends 
outside the government that they strongly 
favor economy and reduced appropriation. 
I am sure they are sincere in this, But—and 
this is a very large “but” indeed—every time 
there is a move to reduce appropriations 
which relate to a service rendered by the 
Federal government to these individuals, 
then these erstwhile advocates of economy 
are among the first to communicate with 
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me and my colleagues, urging the retention 
and even the expansion of that function 
which is of service to them. In short, they 
are for economy, but. 

Like the religion of the Puritans, economy 
is far easier to preach than to live by. States 
and municipalities demand ever-increasing 
grants-in-aid. Farmers demand continued 
protection in the form of agricultural sub- 
sidies, Shipping interests request other sub- 
sidies, Cities demand airport programs. Busi- 
ness interests seek the continuance of ex- 
pensive statistical surveys. Banks and other 
lending institutions demand loan guarantees 
and discount guarantees. The reclamation 
advocates and the Rivers and Harbors Con- 
gress meet in Washington, oddly enough, 
just when their bills are before the Appro- 
priations committees. Representatives of 
these groups stream into hearings to testify. 
Every group has its own axe to grind. 


The Senator held that, apart from our 
war expenditures, the requests and pres- 
sure for government services from multi- 
tudinous groups are the principal con- 
tributing cause of our budgetary diff- 
culties today. So, he gives each group and 
every individual asking for benefits 
from use of Federal funds three ques- 
tions to answer before making requests: 

1. Is this appropriation absolutely neces- 
sary or is it merely desirable? 

2. Can I, as a country owner with a $258 
billion mortgage on my home, afford it? 

3. Must this activity be run by the govern- 
ment or might it better be returned to the 
states or communities or to private enter- 
prise? 


The more critical the international 
situation becomes, the greater will be the 
call for increased defense expenditures, 
and the more carefully we must scruti- 
nize nondefense cost, the Senator con- 
cluded. He appealed for active assistance 
and codperation in this task, 


M* GREENEWALT made a stirring ap- 
peal for more action on the part 
of our industrial leaders in explaining 
and defending our economy so that it 
will be understood by the people. He be- 
lieves that we are facing a crisis in our 
country’s affairs and in the affairs of the 
world that may well turn out to be the 
most serious in our history. In his words: 


The core of the present crisis is a con- 
flict of basic beliefs—a conflict between a 
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community of free individuals determining 
their own destiny, and a community in which 
each human thought and action is degraded 
to a condition of complete subservience to the 
state, ... We in the United States launched, 
some 160 years ago, an experiment in govern- 
ment and economics, While the results have 
not been perfect, it is none the less true that 
the experiment, by any test that could be ap- 
plied, has turned out successfully—so suc- 
cessfully that it has never been matched in 
the long sweep of history in giving such 
great benefits to such a multitude of people. 

Set off against this experiment, we see 
theories which maintain that our system 
holds out no hope for humanity, that the only 
chance for the world—for the United States 
itselfi—is to turn to increasing control and 
domination by government Socialism, 
Facism, Nazism, Communism—they differ 
only in degree as to application and the end 
results of any of them differ not at all. They 
are semantic rungs in a ladder that reaches 
from freedom to slavery. .. . These various 
government-control theories have one thing 
in common. It is that they have never 
worked. 


Then Mr. Greenewalt urged that we all 
reaffirm the principles of freedom and 
emphasize their strength, validity, and 
eternal vigor. This point was stressed be- 


cause in his opinion we have already de- 
scended a few rungs on our ladder of 
freedom. He said that we have accepted 
government controls of many sorts and 
have accepted a crushing burden of taxa- 
tion, and have bartered away some of 
our freedom as citizens in return for 
questionable doctrines. Explaining this 
point he said : 


There is involved here a delicate balance. 
It is manifestly not possible for everyone 
to have absolute and unlimited freedom. 
Each of us has agreed, for the common good, 
to surrender some part of his individual 
sovereignty to government, so that no indi- 
vidual shall infringe upon or curtail the 
freedom of others, This is as it should be, 
for we have not reached that millenium, 
under which no such controls would be 
necessary. At the same time, I think we must 
insist that those controls be held to the mini- 
mum consistent with the maintenance of our 
democratic principles, and that the govern- 
ment enforce them as an impartial umpire, 
for the good of the entire country and not 
for the benefit of any group or groups. 


Mr. Greenewalt thinks that it is high 
time that the American people are in- 
formed of what is right about their sys- 
tem as well as what is wrong with it. He 
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would make it clear that our industrial 
economy is a partnership operating for 
the benefit of every citizen, recognizing 
the right of property and the merit of 
thrift by offering a return to those who, 
having saved, are willing to risk their 
savings in venture capital to provide the 
tools for our national production. 


<< M. Pope, in discussing the 
“New Problems We Face in Sup- 
plying Venture Capital,” took the posi- 
tion that we are not faced with a short- 
age of equity money but instead are woe- 
fully lacking in incentives to use it. He 
said that the moment we start looking for 
incentives we stumble over, right at our 
doorstep, the question of taxation: 


In the first place in the New Deal era 
the theory was to weaken the corporate 
structure, One way was to legislate against 
the accumulation, by a corporation, of earn- 
ings and Article 102 came into being. That 
particular article has been used as a club. 
The result is that every corporation is ad- 
vised by its lawyers to be careful not to 
accumulate earnings beyond a certain point 
which does not usually permit holding back 
enough from stockholders to properly build 
a firm backlog of capital Aad 9 particularly 
when the restrictions on reserves for de- 
preciation are daily creating the necessity for 
the use of more new capital to replace old 
structures or repair them at the new price 
levels. Two things here seem important: 
first rescind Article 102 and then, if it is 
found necessary to prevent misuse, in some 
few instances, of accumulated earnings for 
ulterior reasons replace 102 with an article 
which specifically enumerates the abuses 
which create tax avoidance, thus removing 
the club hanging over those who should re- 
tain some earnings fromi the stockholders 
who own them and have a right to protect 
their own business with them against possi- 
ble hazards. 


A second point suggested for review 
by Mr. Pope is the present system of bas- 
ing reserves for depreciation upon the 
present per cent of original cost which 
he claims is an entirely inadequate 
formula for practical purposes in this 
period of mounting building costs. He 
also objects to another tax law which 
makes it cheaper to hire money through 
issuing fixed interest-bearing securities 
than to sell stock. On the latter point he 
said: 
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. This . .. stems from the ability to deduct 
as ‘operating expenses interest charge there- 
by reducing the income tax while paying 
taxes on the earnings from which dividends 
are paid. This is again a structure weak- 
ening law discouraging to equity investors 


on individuals’ incomes derived from corpo- 
rate dividends, This is an obvious blow at 
incentive. 


Mr. Pope declared that double taxa- 


for it certainly is safer to finance on equity tion is perhaps the biggest deterrent to 


money than on notes and bonds and to do so 
should not be definitely discouraged. .. . 
This same item in the tax structure brings 
us directly to the question of double taxa- 
tion, a tax on corporate earnings and a tax 


incentive to invest in equities yet devised. 
He urged the repeal or modification of 
this tax to increase the supply of avail- 
able equity money and to reduce its cost. 





Attitude of Commissioners 


RESERVATION of the attractiveness of 

utility investments is a goal and an 
ideal of most of the state regulatory com- 
missions. There is increasing evidence 
that this is the case. Recent decisions of 
commissions allowing increased rates to 
many electrical, gas, telephone, and 
transit companies are practical indica- 
tions of this attitude. Also, there are the 
public utterances of numerous members 
of commissions which reveal a construc- 
tive attitude. 


If unregulated enterprise feels that de- 
mand is not likely to continue at a high rate 
for a considerable period of time, or if it 
feels that expansion at present price levels 
might affect its competitive position should 
prices drop sharply in a few years, it has no 
obligation to expand. Unregulated industry 
also has much greater flexibility in dealing 
with such important matters as provision for 
depreciation and establishment of reserve for 
contingencies. 


R. SCHWARTZ feels that probably 
the most significant difference be- 


Deputy Executive Officer Jack tween unregulated and regulated enter- 
Schwartz, of the board of public utility prises is that the prices of unregulated 
commissioners of New Jersey, gave an enterprises are less sensitive to changes 
address recently at the annual meeting of in costs of doing business than to de- 
the New Jersey Utilities Association at mand and buyer’s income, He points out 
Absecon, New Jersey, in which he ex- that prices for utility services, however, 
plained his thought on the impact of high do not change in proportion to general 
costs and prices upon utilities. Mr. price changes, and do not increase or de- 
Schwartz discussed the differences in crease in proportion to national income 
effect of periods such as the present upon changes. His elucidation of this point 


regulated and unregulated enterprises. 
In this connection he said : 


. It is obvious that if the price of coal, 
iron, or copper goes up, both regulated and 
unregulated enterprises must pay the higher 
prices, But that’s about where the similarity 
ends, Unregulated enterprise has much more 
freedom in adjusting itself to price periods 
such as the present. As long as demand con- 
tinues firm, experienced or anticipated in- 
creases in cost of operation can be promptly 
passed along to the customer, As a matter 
of fact, unregulated enterprise, when faced 
with increased costs in 1946 and 1947, seemed 
to give widespread indications of a feeling 
that the national economy could best be 
served by increasing the size of the whole 
price pie to avert too much haggling between 
management and labor over the size of the 
slices. 
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follows: 


While the managers of a utility enter- 
prise may, at periods like the present, be 
quite envious of the more flexible position 
of the nonregulated enterprises, we should 
not forget that most prices of local utility 
services did not respond to the income 
employment collapse between 1929 and 1933. 
While it is true that the prices of some util- 
ity services, notably for electricity, declined 
during the latter period, the changes in rates 
were not a response to lower family incomes, 
but rather to technological and other factors 
affecting cost to serve. 

The regulation of earnings explains much 
of the inflexibility of utility prices. This 
regulation is supposed to afford each utility 
an opportunity to make reasonable earnings. 
The reasonable earnings standard is on an 
individualistic basis, designed to protect the 
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“I’M SORRY, MISS—BUT JUST GIVE ME YOUR NAME AND PHONE NUMBER 
AND I’LL GIVE YOU A RING THE MINUTE IT’S OPEN” 


private property of individual companies. It 
is unrelated to employment levels and com- 
modity production generally. 

The reasonableness of utility earnings and 
prices is determined by factors affecting 
utility costs and not by general economic 
conditions. Some years ago our United States 
Supreme Court said, in speaking of the func- 
tions of a utility commission, that such a 
commission is not to act as an arbiter in 
economics, but to apply the law. Most utility 
commissions during the past few _years 
steadfastly adhered to this standard in the 
face of strong representations by OPA urg- 
ing a hold-the-line se | as far as utility 
pricing was concerne despite break- 
throughs in prices which affected the util- 
ities’ costs to serve. 


A utility is entitled, in the eyes of the 


In following up this thought he said: 


Under the pattern of earnings regulation 
as we know it, changes in utility prices de- 
pend on changes i in the level of operating ex- 
penses, provision for depreciation, taxes, and 
the cost of capital. These expenses and costs 
do not necessarily rise and fall freely with 
other prices and with changes in consumer 
demand, It is not unusual to experience 
movements in prices for utility services that 
may at times be in a different direction from 
changes in the general price levels. We are 
all familiar with the downward movement 
of prices for electric services when prices 
for other services and commodities were 
moving upward, 


LF Seems we were complimented for 
undertaking extensive expansion 
programs in this confused price period. 
Mr. Schwartz said they have displayed 


law, to a reasonable return in bad as well 
as during prosperous periods, Mr. 
Schwartz asserted. 
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not only a commendable realization of 
their duties and responsibilities to meet 
the call for service, but have displayed 
faith in the ruggedness of our American 
economic system—in our institutions— 
and in the spirit of fair play which 
characterizes the average American. 
Speaking for the utility commissions 
he said that they have in the past, during 
a variety of cost periods, displayed an 


awareness of their duties and responsi- 
bility to both the public and to the util- 
ities. He concluded that there is no rea- 
son to believe that in the future they will 
be any less attentive in requiring public 
utilities to render good service at fair 
prices, nor any less attentive in avoiding 
confiscation of private property and in 
preservation of the attractiveness of 
utility investments. 





Meet the Press 


IGHTS are off in the northwest section 
LU of town. Trolley cars have stopped 
running. But the telephone still works. 
The Daily Globe is on the wire asking 
for details. A reporter from the near-by 
Mirror is hurrying in the front door of 
Central Power Company. Any executive 
or any employee with knowledge may 
find himself on the receiving end of a 
barrage of questions. 

Or, at another time the president of the 
company may wish to inform the news- 
papers about a new construction program 
just initiated. In any event, the ability 
to meet the press and to maintain good 
relations is most important. __ 

The New York Central Railroad has 
published a 24-page pamphlet which was 
prepared to assist division and local of- 
ficials in learning how to meet the press. 
It was prepared with the aid of sugges- 
tions from newspaper editors, reporters, 
and public relations men. 

Most valuable and practical is concrete 
advice as to how to give out various types 
of information. A few paragraphs of 
this follow: 

It’s vital to keep cool if you are ap- 
proached for information on a controversial 
matter. It doesn’t pay to show irritation, 
even if you feel it. The best course is to 
explain the company’s position thoroughly, 
fairly, and clearly. 

Sometimes you won't know the answer. 
That happens to all of us, The wise official 
will say so, frankly, and be as helpful as 
he can. He may call on another department 
or on division headquarters for aid. If it 
is a system-wide or headquarters matter in- 
volving company-wide policies which a local 
representative would not feel qualified to 
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discuss, he may relay the inquiry to the pub- 
lic relations department which will try to 
dig out the facts as quickly as possible. 

When the material does become available, 
it’s important to inform the reporter at once. 
It could be too late—but he likes to be the 
judge, and you have made a friend for 
next time. 


Accidents and service crippling storms 
are always somewhat difficult to handle 
from the standpoint of press relations, 
particularly when heavy damage or loss 
of life is concerned. The New York 
Central booklet devotes a special section 
to this subject. It is entitled “You Can’t 
Hide Accidents.” Here are a few selected 
paragraphs: 


Whenever and wherever an accident oc- 
curs, it is company policy to permit full ac- 
cess to all newspaper reporters and news- 
paper photographers, and to count on their 
good sense to avoid impeding any rescue 
efforts. All carry some means of identifica- 
tion and will be glad to produce it. ... 

The wise course is to keep your head and 
to make all facts available to newspaper- 
men promptly and fully, whether you're at 
the wreck or at the dispatcher’s office. The 
facts include the names of casualties and 
the extent of injuries, if you have them or 
can get them, When reporters can obtain 
their information from you or some other 
responsible official in a position to speak with 
authority, their stories are less apt to be 
based on exaggerations voiced by the excited 
persons who collect at the scene of all public 
disasters, On the contrary, they probably 
will be as accurate as possible within the 
limitations of human error. 

The facts include everything except specu- 
lation. For we don’t speculate about what 
might have caused a wreck. As railroaders 
appreciate, there may be two or even several 
possible causes. That’s why a thorough offi- 
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cial investigation, in conjunction with the 
Interstate Commerce Commission, is made 
of all major railroad accidents. 


Practically all of the principles and 
information given in the booklet apply 
to press relations of public utilities be- 
cause many of the problems of railroads 


are similar to those existing in electric, 
gas, water, telephone, and transit opera- 
tions. And of course the attitude and 
characteristics of newspapermen have a 
fairly definite pattern in all parts of the 


country. 
—G. M. W. 





Analysis of Pension Plans 


 grcouernanp plans are receiving 
greater attention from utility and 
business firms as the years pass. The 
Bankers Trust Company of New York 
alone is administering pension plans for 
150 leading commercial and industrial 
organizations. In connection with its 
work the bank has published a most com- 
prehensive 105-page book called “289 
Retirement Plans.” For companies desir- 
ing to improve present plans or establish 
new ones, this compendium is a most 
valuable aid. 

The publication is primarily a study 
of plans adopted in the years 1946 and 
1947 and amendment made to older re- 
tirement plans in this period. The 289 
plans represent a substantial segment of 
the larger and more important plans 
adopted in private industry in the past 
five years, 

The employees participating in these 
plans total about 1,120,000, which prob- 
ably constitutes about 30 per cent of the 
employees participating in all industrial 
pension plans now in effect. 

A feature of the book is the 80-page 


detailed tabulation of the provisions of 
each of the 289 plans, including data 
for more than 30 utility companies, For 
each plan the following information is 
given in detail : 


1. Number of employees participat- 
ing. 

2. Conditions of eligibility, age, and 
years of service. 

3. Qualifications for early retire- 
ment. 

4, Conditions for vesting prior to 
normal retirement date. 

5. Methods of funding. 

6. Contributions by employees. 

7. Past service benefit formula. 

8. Future service benefit formula. 

9. Pension benefits including pri- 
mary social security benefits. 


One section of the book is a summary 
of the general pension practices in private 
industry, including changes which appear 
to be taking place. Another describes 
important amendments to older plans 
made in 1946 and 1947. 

—G, M. W. 





Sound-color Film for Financing 


tbe president of Idaho Power Com- 
pany, T. E. Roach, has finished a 
tour of financial centers in the East where 
he presented a sound-color film describ- 
ing the principal economic activities of 
the territory served by his company. The 
purpose of the presentation was to ac- 
quaint bankers and insurance executives 
with the company’s position in an area 
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where new money is needed for expan- 
sion. 

The picture, entitled “The Story of the 
Snake,” shows the prosperous agricul- 
tural activities of the company’s territory 
—primarily the Snake river valley of 
southern Idaho. The part played by the 
company in building up this area with 
hydroelectric power is vividly portrayed. 
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In General 


Regulatory Pioneer Passes 


OHN E. Benton, for many years gen- 
J eral solicitor of the National Associa- 
tion of Railroad and Utilities Commis- 
sioners, died at Suburban hospital, Be- 
thesda, Maryland, on June 21st. Mr. 
3enton, who was seventy-three years 
old, was convalescing from an illness of 
several weeks when death occurred. 

Mr. Benton was born at Maidstone, 
Vermont, on May 14, 1875, the son of 
Josiah Henry and Harriet Niles Ben- 
ton. He graduated from Phillips Exeter 
Academy in 1896, and from the Boston 
University College of Law in 1898. He 
was City solicitor of Berlin, New Hamp- 
shire, from 1901 to 1903. In 1903 he 
went to Keene, New Hampshire, and 
engaged in the private practice of law 
until 1918, 

He served in the New Hampshire 
House of Representatives from 1907 to 
1908. He was the author of the New 
Hampshire Direct Primary Law, and co- 
author of the original Public Service 
Commission Act of that state. In 1908 
he was elected city solicitor of Keene. 
The following year he was elected mayor 
of Keene and served one term in that of- 
fice. 

{n 1911 he was appointed to the 
public service commission of New 
Hampshire and served on the commis- 
sion until 1915. 

In February, 1918, Mr. Benton moved 
to Washington, D. C., and became solici- 
tor of the bureau of valuation of the In- 
terstate Commerce Commission. In De- 
cember, 1919, he resigned this post to 
become general] solicitor of the National 
Association of Railroad and Utilities 
Commissioners. He was unanimously 
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reélected general solicitor of that asso- 
ciation every year until 1945, when he 
declined reélection after completing 
twenty-five years in that office. Since 
1945, Mr. Benton has been serving as 
advisory counsel of the association. 

During his long period as chief legal 
officer of the association representing the 
state regulatory commissions of 47 states, 
Mr. Benton took a leading part in the 
framing of Federal legislation pertain- 
ing to the regulation of public utilities 
and common carriers. He was frequently 
before the United States Supreme Court, 
and was long a familiar figure in im- 
portant proceedings before the Interstate 
Commerce Commission and other Fed- 
eral regulatory agencies. Mr. Benton 
was generally acknowledged as one of 
the country’s leading authorities on the 
subject of public utility law. 

He was a member of the American 
Bar Association, Interstate Commerce 
Commission Practitioners’ Association, 
Federal Communications Commission 
Bar Association, American Judicature 
Society, Cosmos Club, National Press 
Club, and the Columbia Country Club. 

Mr. Benton is survived by his widow, 
Mrs, Janet B. Benton, and his daughter, 
Jean Elizabeth Benton, who reside at the 
family home in Chevy Chase, Maryland. 
He is also survived by two brothers, Ben- 
jamin B. Benton of Seattle, and Joseph 
Benton of Concord, New Hampshire, 
and a sister, Mrs. Clarence H. Allen, of 
Portland, Maine. 


Commons Votes Public Gas 
ge 2 Labor government’s proposal to 
place 1,050 privately owned British 
gas companies under public ownership 
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went to the House of Lords for approval 
last month. There was no’ record vote 
on passage in the House of Commons, 
but just before final approval, a Con- 
servative party motion to kill the meas- 


ure was beaten by a vote of 340 to 190. 

According to the best estimates, stock- 
holders of the gas companies would be 
paid between $720,000,000 and $800,- 
000,000 for their interests. 


Alabama 


Second Joint Experiment 
Announced 


_ Boyp, director of the Bureau 
of Mines, recently announced ap- 
proval of a contract between the bureau 
and the Alabama Power Company for a 
second and larger codperative experi- 
ment in underground coal gasification at 
Gorgas, Alabama. 

The initial joint experiment last sum- 
mer showed that gases produced by burn- 
ing unmined coal offer a potential source 
of fuel for power and raw materials for 
synthetic liquid fuels. If proved feasi- 


ble, underground gasification offers al- 
luring possibilities for minimizing expen- 
sive mining and for utilizing coal veins 
difficult or uneconomic to mine. 

Cost of the large-scale field test, in- 
cluding bureau expenditures and those 
of the company which are reimbursable, 
is estimated at $411,000 for a one-year 
period. Under the contract, the company 
will provide engineering and operating 
services on an actual cost basis (without 
profit), and will contribute as a site for 
the experiment some 300 acres of Pratt 
seam coal averaging 40 inches in thick- 
ness. 


Colorado 


Fare Increase Authorized 


A STRAIGHT 10-cent fare will be 
charged by the Denver Tramway 
Corporation beginning after midnight 
June 30th, W. A. Alexander, vice presi- 
dent, announced last month. Tokens 
continued to be sold three for a quarter 
until the deadline, with a limit of three 
to a customer at one time. 

A city ordinance authorizing the in- 
creased fare and providing for eventual 
regulation of company earnings and a 


timetable for its modernization program 
became law on June 26th with its publi- 
cation in a legal journal. 

The measure, passed by city council 
on final reading June 21st, was signed 
the following day by Mayor Newton, 

There will be no change in fare for 
children under the new schedule. School 
children under nineteen going to and 
from school and holding school cards 
will be charged 5 cents. Children from 
six to twelve years old will pay 5 cents. 


lowa 


Gas Rate Cut 
iy Moines residential consumers 
and small industrial plants are 
slated to get a 54 per cent gas rate reduc- 
tion. The new rate, effective July 15th, 
will save affected consumers $146,193 a 
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year, according to C, A. Leland, presi- 
dent of the Iowa Power & Light 
Company. 

The reduction was the result of a 
verbal agreement reachéd last month be- 
tween Leland and Mayor Heck Ross, 






























Finance Commissioner William Ash, and 
Corporation Counsel Frank Hallagan. 

The mayor said the city legal depart- 
ment would frame an amendment to the 
gas rate ordinance which would embody 
the reduced rates. 

Leland said the rate reduction would 
not apply to large commercial and in- 
dustrial consumers of gas. He said the 
reduction was made possible by a $95,- 
000 decrease in the annual rate charged 
by the pipe-line company which supplies 
gas to the Iowa Power & Light Company. 

The company had opposed a city coun- 
cil request for a 10 per cent reduction in 
gas rates, and had asked the council to 
reconsider. 


Transit Plan Offered 


Ogre aay ownership of the street 
railway system in Des Moines was 
advocated recently by City Finance 
Commissioner D. W. Ash. He said he 
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did not expect immediate consideration 
of his proposal because the state law 
would have to be amended to permit the 
city to acquire the transit system. 

The finance commissioner added that 
he knew of no other member of the city 
council who favored municipal owner- 
ship. 
The council has before it a request by 
the Des Moines Railway Company, op- 
erator of the streetcar-bus system, for 
permission to increase the fare. 

The accounting firm of Allen & Com- 
pany, employed by the city to survey the 
railway, concluded in a preliminary re- 
port that a fare increase of “at least 24 
cents seems imperative.” Revision of the 
company’s financial structure also is 
necessary, said the report. 

The railway wants to increase the 
adult fare from 10 cents to 13 cents, or 
124 cents by tokens, and the weekly pass 
price from $1.50 to $1.75. 


Kentucky 


Fare Raise Delayed 


AN eleventh-hour agreement between 
city officials and the Louisville 
Railway Company last month resulted in 
at least temporary cancellation of an in- 
crease in bus fares. The increase was 
scheduled to go into effect at midnight 
June 27th. Basis of agreement was the 
city’s pledge to seek a “prompt decision” 
by the state public service commission on 
the company’s application for a fare in- 
crease. 

The agreement apparently made un- 
necessary an injunction suit the city was 
preparing to file in an effort to prohibit 
the temporary fare increase. Robert T. 
Burke, Jr., assistant city attorney, had 
disclosed recently that the suit would be 
filed, probably on June 28th, asking the 
Franklin Circuit Court at Frankfort to 
set aside the commission’s order author- 
izing the increase on a tentative basis. 

The company seeks to raise fares from 
three tokens for 25 cents to 10 cents 
straight. 


City’s Right to Purchase 
Utility Upheld 


ADUCAH’S right to buy the Kentucky 

Utilities Company electric power dis- 
tributing system there and operate it with 
TVA current was upheld by the court of 
appeals recently. 

In granting KU a franchise in 1940, 
the city reserved the right to purchase 
the plant later. The contract provided for 
appointment of a board to fix its value 
if the company and city failed to agree 
on a price. 

The appellate court affirmed without 
dissent McCracken Circuit Judge Joe L. 
Price who ruled for the city in all points 
raised by KU in opposition to carrying 
out the deal. 

Appellate Judge Eugene E. Siler ruled 
that passage of the 1942 legislative act 
enabling cities to acquire plants and op- 
erate them with TVA power did not void 
Paducah’s right to proceed under the 
terms of the 1940 franchise. 
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York 


Company, with assets of about $140,- 
000. 


New 


Three Utilities Consolidated 


HE state public service commission 

last month approved consolidation 
of Long Island Lighting Company, 
Queens Borough Gas & Electric Com- 
pany, and Nassau & Suffolk Lighting 
Company into a single operating utility, 
to be known as Long Island Lighting 


The unanimous decision of the com- 
mission was based upon an opinion by 
Milo R. Maltbie, chairman, who an- 
nounced his retirement at the time. The 
three companies provide gas and electric 
service in part of Queens and in most of 
Nassau and Suffolk counties. 


e 
North Carolina 


Seeks Fuel Clause Use 


i eo Duke Power Company last 
month asked the state utilities com- 
mission for permission to tack a fuel 
charge on its electric rates and to raise 
its gas rates by an estimated $232,000 a 
year. The commission set the requests for 
hearing on July 7th. 

A study of the requests, submitted in 
petition form during a conference be- 
tween Duke and the utility commission, 
showed the brunt of the increases would 
be carried by industrial customers. In 


some cases, the new gas rates would re- 
duce monthly bills for housewives and 
small restaurants. The fuel charge on 
electric rates would apply only where 
monthly consumption exceeds 15,000 
kilowatt hours. 

The last of the “Big Four” in North 
Carolina utilities to seek a fuel clause, 
Duke proposed a clause similar to those 
now in effect with Tide Water Power 
Company, Virginia Electric Power Com- 
pany, and Carolina Power & Light Com- 
pany. 


Texas 


Asks State Construction of 
Dams 


TEXAS state senator wants the state 

to build its own dams without Fed- 
eral aid and its attendant Federal control, 
and without electric power production 
interference with other purposes of the 
dams. 

Calling for state construction of dams 
in Texas to solve the critical water short- 
age, Senator John J. Bell of Cuero re- 
cently announced plans to introduce leg- 
islation providing for such projects in the 
1949 session of the Texas legislature. 

He said he would study the situation 
between now and the opening of the leg- 
islative session in an effort to find the 
best method of financing the projects. 
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Asserting that water is primarily a 
state problem, Senator Bell said: “We 
should not run to the Federal govern- 
ment for aid and subject ourselves to 
more controls from Washington. We are 
big enough to do it ourselves.” 

He said the development of power and 
navigation is highly important but not 
the main purpose of the projects. 

“They will, of course, have many 
uses,” he said, “but they must be subordi- 
nated to other uses. Power should be 
developed but only when it does not inter- 
fere with other uses of water.” 


Three-way Boost for Houston 
Transit 


dpm Houston Transit Company ex- 
perienced a 3-way increase as a re- 
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sult of the recent action of the city council 
increasing fares at the same time increas- 
ing the company’s gross receipt tax from 
3 per cent to 2 per cent. Following this 
action, the company also announced an 
increase in wages for operators. 

The fare boost of about $628,000 a 
year will mostly be absorbed by the tax 
increase and the wage increase. 


At the same time, the city council es- 
tablished a new regulatory post for 
Clinton Owsley, who already was the 
city’s utility director, with a salary in- 
crease from $6,800 to $8,400. Mr. Ows- 
ley now becomes director of public serv- 
ice with the duty of supervising the 
operations of all privately owned public 
utilities in the home rule city. 


Washington 


PUD Petitions Planned 


ery to establish a public utility 
district covering eastern and south- 
ern King county were scheduled to be in 
circulation before the end of June as a 
step toward prospective purchase of pow- 
er properties in the area. 

If sufficient signatures are obtained 
the proposal will be on the November 
ballot. 

Boundaries of the proposed district 
have been arranged to eliminate the 
“Seattle competitive area,” in which City 
Light plans to take over the Puget Sound 
Power & Light Gompany distribution 
system, it was said at offices of the Public 
Utility Commissioners Association. 

The proposed district will include all 
King county territory east of Lake Wash- 
ington, Renton, and the area from Renton 
south to the Pierce county line, and west 
to Puget Sound. Seattle, the area between 
Seattle and the Snohomish county line, 
the territory directly south of Seattle and 
Vashon Island will not be included in 
the proposed district. 


King county voters have rejected PUD 
plans at previous elections. But with the 
power company willing to receive offers 
for its properties throughout its operat- 
ing territory, the opposition voiced in 
previous years is said to have largely 
disappeared. 


Power Pact Signed 


|g gee enn between the Snohom- 
ish County Public Utility District 
No. 1 and the Bonneville Power Admin- 
istration for a power contract were con- 
cluded recently with the signature of 
Paul J. Raver, Bonneville Administrator. 
V. M. Murray, Bonneville manager 
in Seattle, made the announcement. S. A. 
Sween, A. G. Zibell, and J. N. Erlandsen 
previously had signed for the district. 
Negotiations began January Ist. 
Murray said the. contract provides 
Bonneville will supply not less than 50,- 
000 kilowatts. The 20-year contract 
comes under the Bonneville Act requiring 
that priority be given public bodies and 
codperatives in disposing of energy. 


Wisconsin 


between Mattison and Mayor Zeidler at 


Public Utility Division 
Proposed 


PROPOSAL to set up a public utility 
division in the Milwaukee city 
attorney’s office was made recently by 
City Attorney Walter J. Mattison to the 
common council. 
The suggestion followed a conference 
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which Zeidler “wholeheartedly 
proved” the plan. 

Mattison wrote the council that he 
believed the division would save the city 
“millions of dollars.” He said he wanted 
to hire an expert engineer and an ac- 
countant skilled in auditing public utility 
accounts, 


ap- 
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Charges by Gas and Electric Utilities for Special 
Services to Be Included in Schedules 


(,° and electric companies, accord- 
ing to the New York commission, 
cannot make charges for special services 
without notice to the public in rate sched- 
ules. Some companies had contended 
that they were not obligated to render 
such services as adjustment of burners 
on gas appliances, replacement of minor 
parts, and adjustment of refrigerators 
and hot water heaters. 

The commission took the position that, 
regardless of whether these services were 
required, the companies could not escape 
regulation of charges for them. Chair- 
man Maltbie, speaking for the commis- 
sion, said that they were not considering 
charges for merchandise which a utility 
may install, rent, or sell, but rather the 
services furnished regardless of owner- 
ship or installer of appliances. 

The New York statutes, Chairman 
Maltbie pointed out, require gas and elec- 
tric companies to provide such service, 
instrumentalities, and facilities as shall 
be safe and adequate and in all respects 


reasonable. The statutes provide for 
regulation of “all charges” for “any 
service” and give the commission power 
over such charges. 

Reference was made to the analogous 
situation developed in a proceeding re- 
lating to the New York Telephone Com- 
pany (20 PUR NS 223), where the com- 
mission asserted jurisdiction over the 
handling of a classified telephone di- 
rectory, although the company contended 
that this was a “private business” and 
not subject to regulation or control—that 
it was a “by-product” of the company’s 
public undertaking and not essential to 
telephone service. 

The commission decided that every 
gas and electric utility must include in 
rate schedules all rates and charges 
which are being made for each and every 
service rendered except merchandise and 
jobbing. Services for which no special 
charges are being made need not of ne- 
cessity be included. Re Charges by 
Utilities for Special Services. 


7 


Authorization of Additional Gas Pipe 
Line Upheld by Court 


HE United States Court of Appeals 

for the District of Columbia has 
upheld the decision of the Federal Power 
Commission that Michigan-Wisconsin 
Pipe Line Company should be permitted 
to run a gas line from Texas to various 
communities in Wisconsin, Iowa, Mis- 
souri, and Michigan. The Panhandle 
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Eastern Pipe Line Company had op- 
posed this proposal as an invasion of 
Panhandle’s territory in Michigan. 
The commission had found that there 
was a substantial demand for additional 
service. There was no other application 
before the commission for increasing 
available supplies sufficiently to meet 
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market requirements. The consuming 
public said the commission was unable to 
receive gas in sufficient volume. 

Panhandle had received authority for 
facilities which would enable it to in- 
crease deliveries to some extent; but it 
had not applied for sufficient facilities or 
demonstrated its ability to meet the needs 
of these markets in addition to the ex- 
panding requirements in other areas in 
Indiana, Illinois, and Missouri. 

The court said that this latter finding 
of the commission plainly meant that any 
large increase in the volume of natural 
gas supplied by Panhandle in the Detroit- 
Ann Arbor area might be at the expense 
of other communities. On the other 
hand, approval of Michigan-Wisconsin’s 
application would benefit not only the 
Detroit-Ann Arbor area but other com- 
munities as well. 

The court thought that these and other 
findings were supported by substantial 
evidence and warranted the commission’s 
conclusion that the Michigan-Wisconsin 
project, in the words of § 7(e) of the 
Natural Gas Act, was required by public 
convenience and necessity. Even if some 
of the findings were unsupported, said 
the court, the orders under review should 
be affirmed since, without such findings, 
there would still be a basis in the record 
for the commission’s conclusions. 

The commission had found that 
Michigan-Wisconsin was able and will- 
ing properly to do the acts and to per- 
form the service proposed. This finding, 
said the court, is expressly required by 
§ 7(e). The court thought it was also 
supported by substantial evidence, The 
court continued : 

Panhandle says it is not supported by find- 
ings or proof of financial ability or a satis- 


factory rate schedule. The act does not re- 
quire such findings. 


The commission had found that Mich- 


HE Colorado commission granted a 
railroad subsidiary’s application for 
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igan-Wisconsin had secured substantial 
reserves of gas and submitted reasonable 
proof of financial and economic feasibil- 
ity. The commission had attached to its 
order the condition that Michigan-Wis- 
consin should obtain approval of its 
financing plan by the Securities and Ex- 
change Commission because its parent 
company, American Light & Traction 
Company, was a regulated holding com- 
pany. This, said the court, was both prac- 
tical and legal. The court continued: 
Congress has not confronted the two com- 
missions with a dilemma like that created 
by the famous municipal ordinance requir- 
ing that when two trains approach a grade 
crossing at the same time, both shall stop 
and neither shall proceed until the other has 
proceeded. The commission also provided 
that the authorized facilities “shall not be 
used for the transportation or sale of nat- 
ural gas subject to the jurisdiction of the 
commission until applicant submits to this 
commission a schedule of rates and charges 
in a form satisfactory .to this commission 
providing for adequate and reasonable rates 
and charges consistent with the public inter- 
est.” The act does not require, and because 
of changing costs it would be illusory to 
require, that rates be fixed before construc- 
tion begins. 


The court did not consider it necessary 
to find that Panhandle was unable or un- 
willing to supply the requirements. The 
commission, it was said, rightly took 
into account the interests of other com- 
munities. 

Moreover, the Natural Gas Act, the 
court held, did not lay down the rule 
that monopoly is better than competition 
or one source of supply better than two. 
It did not give an existing supplier of gas 
for distribution in a particular commun- 
ity the privilege of furnishing an in- 
creased supply. Panhandle Eastern Pipe 
Line Co. v. Federal Power Commission. 
For commission decision, see (1947) 67 
PUR NS 427, and see the supplemental 
decision in (1947) 69 PUR NS 328. 


e 


Railroad Permitted to Substitute Motor Carrier 
For Rail Service 


authority to codrdinate its motor carrier 
service with the railroad operation, not- 
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withstanding objections of many com- 
petitors. 

Operation of the motor carrier was to 
be supplemental to, and in some instances 
to take the place of, rail service. The car- 
rier did not intend to render any serv- 
ice other than that for which it or the 
railroad had previously received au- 
thority. 

The commission, in approving the ap- 
plication, pointed out that the new serv- 
ice would not be unduly prejudicial to, 
or competitive with, other motor car- 
riers operating in the same territory but 
would merely maintain the competitive 
situation which has existed, and at the 
same time afford to the public a more 
modern, economical, efficient, and flexi- 
ble service than now provided. 


The commission felt that a railroad in 
attempting to substitute a motor carrier 
operation for rail service is not seeking 
to enter a new field of service but is at- 
tempting to substitute a more efficient 
for a less efficient means of service. 

The commission answered the com- 
petitors’ objection to the change with this 
quotation from an Interstate Commerce 
Commission decision in a similar matter: 


One competitive carrier has no vested right 
in the continuation by another of an in- 
efficient method of operation, and we believe 
it to be neither the policy of Congress nor 
the proper function of this commission to re- 
tard any form of progress in transportation 
which will serve the public interest. 


Re Santa Fe Trail Transp. Co. (Appli- 
cation No. 8849, Decision No. 30202). 


e 


Utility Cannot Be Required to Operate at a Loss 


EVOTION of property of public utili- 

ties carries with it the obligation 

to serve the public, but, said the Penn- 

sylvania commission, there is no legal 

basis for requiring any public utility to 

operate under such conditions as can only 
result in heavy losses to the owner. 

This is true, even though the utility is 
a heating company owned by an electric 
company, if it is a separate corporate en- 
tity and its steam operating rights are 
separable from the electric rights of the 
parent. 

This position was taken in granting 
the Wayne Steam Heat Company au- 
thority to abandon service throughout 
its entire territory. The commission did, 
however, require continued operation un- 
til June, 1949, in order to give customers 
an opportunity to provide other heating 
facilities. 

Representatives of a school district op- 
posing abandonment raised the question 
whether there was a special obligation 
because the company had led the district 
to believe that service would be continued 
at a time when new school buildings were 
being constructed about ten years ago. At 
that time the company submitted to the 
school district a comparison of costs to 
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show that the purchase of heat would be 
cheaper than building a school heating 
plant. 

Operations, however, commenced to 
be unprofitable after that time, and the 
commission would not agree that the 
company intended to abandon service 
while it was urging the district to con- 
tinue to purchase steam. 

The point was also urged that the com- 
pany should have sought higher rates 
instead of abandoning service. The com- 
mission pointed to the fact that years ago 
the company had to go through commis- 
sion and court proceedings to get a rate 
increase. 

The commission then could not make 
a specific finding that the heating com- 
pany or its parent either did or did not 
deliberately pursue a policy designed to 
result in the present deteriorated condi- 
tion of plant and system, The commis- 
sion then said: 


It would seem to be a basic function of 

— and prudent utility management to 
study carefully at regular intervals the trend 
of utility operations in order that the in- 
terests of the customers as well as the own- 
ers would be properly served. This commis- 
sion’s duty is to provide proper regulation 
but that does not make us a superboard of 
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directors for public utility companies and 
we have no right of management of utilities. 
Our sole purpose is to see that in the matter 
of rates, service, and facilities, the utility 
treatment of the public is fair. 


If the company’s managerial policy 
could be construed as being less than de- 
sirable over the years, the commission 
continued, it was not the prerogative or 


the duty of the commission to attempt 
to superimpose its own judgment over 
that of the management. The manage- 
ment had given consideration to a further 
rate increase and rejected such action on 
the basis that it would price itself out of 
the market, with a consequent loss of 
customers. Re Wayne Steam Heat Co. 
(Application Docket No. 67615). 


Commission Has Jurisdiction over Irregular - route 
Air Carrier Operation 


N application by an aviation company 
for a certificate of convenience and 
necessity was granted by the Colorado 
commission, which found that the inau- 
guration of proposed nonscheduled air 
service would substantially improve air 
transportation in the area. The commis- 
sion ordered the carrier to comply with 
the rules and regulations laid down by 
the Civil Aeronautics Board. 
The commission discussed its jurisdic- 
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tion of air carriers at some length and 
concluded that it had jurisdiction over 
common-carrier-for-hire transportation 
by air of passengers and property, 
whether on schedule over a fixed route 
between fixed points or between any two 
points on call and demand, even though 
such service be sometimes loosely re- 
ferred to as “charter service.” Re Great 
Plains Aviation Co., Inc. (Application 
No. 8734, Decision No. 30379). 


No Allowance Made for Future Wage Increase 


oy New York commission in a pro- 
ceeding involving the rates of a 
transit corporation approved a schedule 
of fares which would yield a return of 
slightly less than 7 per cent. 

The company’s plan to fortify itself 
against higher wage demands by making 
allowance for increased wages in its ex- 


pense account was rejected by the com- 
mission in these words: 

It does not seem reasonable to give effect 
to a future wage contract where negotiations 
have not been started and where the outcome 
is uncertain. 

Re Syracuse Tvransit Corp. (Case 
11623). 


Centralized Door Controls Authorized 


RAILROAD was authorized by the New 
A York commission to install central- 
ized door controls on passenger trains, 
provided that certain steps be taken to 
reduce hazards to passengers during the 
period required for installation of the 
new equipment. 

The commission found that the new 
controls, which would permit one mem- 
ber of the crew to operate from one cen- 
tral location all or part of the side doors, 
were more modern, faster, and safer in 
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some respects than the interlocking con- 
trols presently in use. 

The company was allowed five years 
to complete its conversion, was ordered 
to install station platform markers to 
permit motormen to stop trains so that 
no doors would open to empty space, 
and was ordered to have no less than 
one trainman for every two cars on 
trains with both old and new door con- 
trols. Re Long Island Railroad Co. (Case 
13548). 
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Telephone Company May Refuse Misleading 
Directory Listings 


TELEPHONE subscriber selling elec- 

trical appliances and not operating 
a power and light company is not en- 
titled to a directory listing under the 
name “Power & Light Company.” The 
Colorado commission says that, while it 
is the duty of a telephone company to 
furnish service and facilities without 
discrimination, it is not required to make 
listings which are misleading and de- 
signed to get people in the subscriber’s 
place of business. 

Barney M. Shotkin had filed a com- 
plaint against the Mountain States Tele- 
phone & Telegraph Company to com- 
pel it to list the name “Power & Light 
Company,” although he was also listed 
in the directory under the names “Bar- 
ney M. Shotkin” and “Chicago Whole- 
sale Merchandise Company.” The com- 
mission said that in effect he sought to 
insert another ad in the directory — a 
sort of “shotgun” setup — not “Shot- 
kin.” 

A tariff provision filed with the com- 
mission provides that the alphabetical di- 
rectory is a list of names of subscribers 
for whom directory listings are provided 


“designed solely for the information of 
calling parties.” It provides that alpha- 
betical listings are therefore limited to 
information which is essential to the 
identification of the listed parties; ar- 
rangements of names designed to be of 
advertising value are not permitted, nor 
is any form of listing permitted which, 
in the judgment of the company, does 
not facilitate the use of the directory or 
is otherwise objectionable or unnecessary 
for purposes of identification. 

The commission asserted its jurisdic- 
tion over such a matter and said that so 
long as rules are not unreasonable or 
arbitrary they should be upheld. If a 
telephone listing is misleading, said the 
commission, it causes confusion and is 
of little practical value to the general 
public. 

The name “Power & Light Company,” 
the commission continued, conveys the 
idea of a company furnishing light and 
power and clearly does not describe a 
company selling electrical appliances and 
fixtures. Shotkin v. Mountain States 
Teleph. & Teleg. Co. (Decision No. 
30543, Case No. 4972). 


Emergency Gas Curtailment Order Upheld 
In Spite of City’s Contract Claim 


, ws MISSION order providing that no 
distributing utility shall supply nat- 
ural gas to any consumer for space-heat- 
ing equipment that replaces other fuel, 
or for additional space-heating equip- 
ment, was upheld by the supreme court 
of Ohio. It held that this order consti- 
tuted a valid exercise of the police power 
of the state and was binding on all parties 
to contracts for natural gas, whether mu- 
nicipalities, corporations, or individuals. 

The utility company serves a city and 
its residents under an ordinance contract. 
The city objected that the commission 
did not have power to change such a 
contract. 

It was conceded that the curtailment 
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order had been issued after notice and 
extensive hearings in which full oppor- 
tunity was afforded to all affected by the 
order to participate. It was further con- 
ceded that the supply of gas available 
would probably be insufficient during se- 
vere winter weather and there would be 
shortages. The order was also conceded 
to be a reasonable and necessary regula- 
tion in the interest of the health, safety, 
and welfare of the people of the state of 
Ohio. 

Notwithstanding these concessions, 
the city contended that the order inter- 
fered with the contract between the gas 
company and itself, contrary to the state 
Constitution, and that it impaired the 
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obligation of the contract in violation of 
the Federal Constitution. 

The court held that municipalities 
contracting for utility service do so in 
their proprietary capacity and are sub- 
ject to the same restrictions and regula- 
tions as other like proprietors. All con- 
tracts are subject to the paramount rights 
of the public. The court said: 


The authority of the state, with which we 
are dealing in this case, must be treated as 
an implied condition of any contract and as 
such it is as much a part of the contract as 
though written into it. The principle seems 
well established that when the parties are 
those whose rights and powers were cre- 


ated for public purposes and when the sub- 
ject of the contract is one which affects the 
safety and welfare of the public, such con- 
tracts are held to be within the supervising 
power and control of the legislature when 
exercised to protect the public safety, health, 
and morals, and that clause of the Federal 
Constitution which protects contracts from 
legislative action cannot in every case be 
successfully invoked, The presumption is 
that when such contracts are entered into it 
is with the knowledge that the parties can- 
not, by making agreements on subjects in- 
volving the rights of the public, withdraw 
such subjects from the police power of the 
legislature. 


Akron v. Public Utilities Commission et 
al., 78 NE2d 890. 


= 


Standard Division of Tolls Not Confiscatory 


A= MISSION decision that a division 
of toll revenues between a nation- 
wide and a local telephone company in 
accordance with a standard traffic agree- 
ment in use by other companies through- 
out the state was fair and reasonable, 
was upheld by the Missouri Supreme 
Court. 

A small local company had contested 
the division of tolls on the ground that 
it was losing money on long-distance 
calls and that a division on the basis 
established by the traffic agreement was 
confiscatory. 

The court found that the commission’s 
conclusion that no exceptional or peculiar 
conditions existed which made the com- 
pany’s situation different from that of 
any other telephone utility in the state 
was supported by competent and sub- 
stantial evidence. 

As to claim of confiscation urged by 
the owner of the utility, the court ruled: 


He also claims that under the traffic agreec- 


e 


ment the share of the division allowed him 
is confiscatory. Again he had the burden 
and his evidence does not sustain this claim. 
The principle is established that a party who 
claims a rate is confiscatory has the burden 
of showing it to be such, and a court will 
not interfere with the exercise of the rate- 
making power unless confiscation is clearly 
established. 


The court conceded that evidence of 
reproduction cost of other companies 
throughout the state was erroneously in- 
jected into the record by the commission 
in that it had not been openly introduced 
at the hearing so that its authenticity 
could be challenged. The court pointed 
out, however, that this error did not in- 
validate the commission order as these 
figures were considered only to discredit 
company evidence which in any event 
was otherwise discredited, so that its ef- 
fect was merely cumulative. Missouri ex 
rel. Rice, doing business as Doniphan 
Teleph. Co. v. Public Service Commis- 
sion, 


Other Important Rulings 


HE Federal Power Commission dis- 
missed a motion for extension of 
time in which to petition for rehearing, 
stating that the commission is without 
authority to waive the statutory require- 
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ment of § 19(a) of the Natural Gas Act 
by granting an extension. Re Northern 
Natural Gas Co. (Docket No. G-1021). 


The Pennsylvania commission grant- 
JULY 15, 1948 
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ed a motion to dismiss a complaint 
against rates filed by a gas company 
where the complainants wholly failed to 
allege any facts in support of the com- 
plaint. It held that formal complaints 
must set forth with sufficient particular- 
ity the act claimed to violate the law. The 
Beryllium Corp. v. Consumers Gas Co. 
(Complaint Docket No, 14362). 


A petition to reopen a commission 
proceeding was denied by the Maine 
commission where the petition was not 
made until nearly seven months after the 
original proceeding and where the evi- 
dence proposed to be presented at the 
rehearing was such as was known, or by 
due diligence might have become known, 
for presentation at the original hearing 
and was cumulative in its nature. Re 
Maine Central Railroad Co. (General 
Order No. 1244, RR No. 2898). 


The New York commission decided 


that a railroad company seeking higher 
monthly commutation fares had not 
shown that it was entitled to any increase 
because it did not submit an estimate pur- 
porting to show the cost of New York 
commutation service, and it could not be 
said whether or not any portion of a 
claimed net railway operating deficit on 
the company’s system-wide passenger 
service could be ascribed to intrastate 
New York commuters. Re New York, 
N. H. & H.R. Co. Case 13316. 


In overruling a motor carrier’s objec- 
tion to a certificate transfer on the ground 
that no public convenience had been 
shown, the Pennsylvania commission 
pointed out that where the only question 
involved is a transfer of rights, for which 
there was a previous finding of public 
necessity, no further proof is required. 
Re Central Greyhound Lines, Inc. (Ap- 
plication Docket No. 69873, Folders % 
and 4). 
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Re The Patchogue Electric Light 
Company 


Case 13389 
May 4, 1948 


— by electric utility company for authority to issue 
mortgage bonds and to reclassify stocks; granted in part. 


Security issues, § 41 — Failure to obtain Commission approval — Reclassification. 
1. A reclassification of securities without submission to the Commission 
for approval as required by statute is illegal, and outstanding stocks which 
resulted from such reclassification were illegally issued, p. 131. 


Security issues, § 41 — Short-term indebtedness — Renewal. 
2. Continuation of indebtedness represented by short-term notes, beyond the 
period of one year allowed by statute, merely by substitution of one note for 
another is in violation of the intent of the statute, p. 132. 


Security issues, § 88 — Amount — Reimbursement for capital expenditures — 
Time limitation. 

3. The Commission cannot certify that more than $100,000 of notes out- 
standing were used for capital purposes, as a basis for issuing securities to 
reimburse the company’s treasury under § 69 of the Public Service Law, 
when only $100,000 of presently outstanding notes payable were obtained 
within the 5-year period within which any reimbursement proceeding availa- 
ble to the company could apply, p. 136. 


Security issues, § 11 — Use of proceeds — Segregation. 


4. Proceeds of security issues to finance construction must be kept in sep- 
arate funds and drawn down only for the capital purposes specified, p. 136. 


Security issues, § 88 — Amount — Reimbursement of treasury — Capital addi- 
tions — Proof. 
5. Before a company is entitled to have its treasury reimbursed by issuance 
of securities it must establish that it has invested in proper capital additions 
funds in excess of proper depreciation charges and necessary provisions for 
surplus and that the charges to utility plant accounts represent real addi- 
tions to plant and in no way cover repairs or maintenance costs, p. 137. 


Security issues, § 99 — Debt ratios — Short-term debt. 


6. No company should have a continuing short-term debt of $225,000 out 
of a total of $975,000 for capital stock, bonds, and notes, p. 139. 


Security issues, § 49 — Factors affecting approval — Income. 
7. The income account of a company proposing to issue securities must be 
considered principally for the purpose of ascertaining whether the company 
can meet fixed charges and reasonable return on other securities that may 
be issued, p. 139. 
[9] 129 73 PUR NS 
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Accounting, § 56 — Transfer from earned surplus to capital stock account. 
8. In order for the Commission to approve the creation of a book value as 
the basis for reclassification of capital stock, by a transfer from earned 
surplus to capital stock account, the Commission must first find that the 
company has a real earned surplus of much more than the amount of the 
transfer, and such a finding cannot be made without a thorough investiga- 
tion, p. 141. 


Security issues, § 120 — Terms and conditions. 
Discussion of provisions of proposed indenture, in proceeding for approval 
of bond issue, relating to interest rates, depreciation accruals, payments to 
trustee, limitation on other bond issues, dividend restrictions, and redemp- 
tion, p. 140. 


APPEARANCES: Philip Halpern, 
Counsel, and Sherman C. Ward, acting 
counsel (by Frank C. Bowers, Assist- 
ant Counsel), for the Public Service 
Commission; Naylon, Foster & Shep- 
ard (by R. F. Shepard and G. A. Aron- 
son), New York city, Attorneys for 
The Patchogue Electric Light Com- 
pany. 

Ma tsiz, Chairman: By a petition 
verified October 30, 1947, The Pat- 
chogue Electric Light Company re- 
quested (1) authority of the Public 
Service Commission under § 69 of the 
Public Service Law to the issuance 
and private sale of $550,000 principal 
amount of its first mortgage bonds, 
and (2) the indorsement of consent 
and approval of the Public Service 
Commission under § 38 of the Stock 
Corporation Law to a certificate of 
change of all previously authorized 
shares, without par value, heretofore 
issued, into a different number of 
shares, with par value. According to 
the petition, $282,500 of the proceeds 
received from the issuance of the first 
mortgage bonds are to be used for 
reimbursement of the company’s treas- 
ury for moneys expended during the 
5-year period from September 30, 
1942, to September 30, 1947, and the 


balance of $267,500 would be used for 
new construction, completion, exten- 
sion, and improvement of its facilities, 

Public hearings were held in New 
York city on December 22, 1947, Jan- 
uary 9, January 23, and February 19, 
1948. Testimony was presented on 
behalf of the petitioner by Mr. Leslie 
Weiss, president of the company, and 
Mr. C. N. Wade, treasurer and assist- 
ant secretary. 


The Patchogue Electric Light Com- 
pany (Patchogue), having its princi- 
pal office in the village of Patchogue, 
Suffolk county, New York, was incor- 
porated on March 3, 1888, is engaged 
in the production, purchase, distribu- 
tion, and sale of electricity for light, 
heat, and power and serves part of 
the town of Brookhaven along the 
south shore of Long Island. The area 
covers approximately 200 square miles. 
The population is approximately 35,- 
000 of which about 11,600 are custom- 
ers. The company has a generating 
plant of 6,350 kilowatts of generator 
capacity but is limited to 3,200 kilo- 
watts by its boiler capacity. However, 
with minor exceptions, all of the energy 
requirements of the company are pur- 
chased from the Long Island Lighting 
Company, and the operation of the 
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Patchogue plant is limited by the 
terms of the energy purchase contract. 


Capital Stock Manipulations 


Up to 1926, Patchogue had out- 
standing 6,000 common shares with 
a par value of $50 each ($300,000 
total) of which 400 shares were issued 
prior to the organization of the Pub- 
lic Service Commission in 1907. The 
remaining 5,600 shares were issued 
under authority granted by the Com- 
mission in five cases. According to 
the company’s petition all of the stock 
was issued for cash. 

[1] In 1925, the Messrs. Hopson 
and Mange obtained control of the 
company through the acquisition of 
5846 shares. Soon thereafter the 
manipulation of the stock began. The 
first step was the reclassification into 
10,800 shares of no-par value preferred 
stock and 1,200 shares of no-par value 
common stock which had the sole vot- 
ing rights. No change was made in 
the total stated value. This reclassi- 
fication was not submitted to the Com- 
mission for its approval as required by 
statute as it caused the issuance of new 
securities with different rights than 
those theretofore outstanding. 

Thereafter to October 31, 1930, the 
company transferred from surplus to 
stated value of the stock, $892,000, 
making the total stated value $1,192,- 
000. 

In 1931, the petitioner was directed 
by court order to reacquire 277.2 
shares of preferred stock at $100 per 
share and 30.8 shares of common stock 
at $1,600 per share. As a result of this 
acquisition and retirement of the stock 
so acquired, $30,594.67 were charged 
to stated value reducing the remaining 
stated value to $1,161,405.33 and 
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$46,405.33 were charged to surplus. 
Subsequently in the same year, there 
was a transfer from surplus to stated 
value of $37,794.67 increasing the stat- 
ed value to $1,199,200. 

Later im 1931, the company reac- 
quired and retired 10,522.8 shares of 
preferred stock (the total amount then 
outstanding) at $100 per share, which 
reduced the stated value of the com- 
mon stock outstanding (1,169.2 
shares) to $146,920. This was fol- 
lowed in 1932 by a transfer from sur- 
plus of $83,080 raising the stated value 
of the common stock to $230,000. 

In 1932, the company proceeded 
again to reclassify its capital stock by 
reducing the number of shares author- 
ized to 1,169.2 shares of no-par value 
common stock. Immediately there- 
after, another reclassification was made 
producing this time 1,000 shares of 
no-par value preferred stock and 11,- 
000 shares of no-par value common 
stock without any change or segrega- 
tion in the total stated value of $230,- 
000. Still later in 1932, 1933, and 
1934, $170,000 were transferred from 
surplus to stated value of stock rais- 
ing the total amount to $400,000— 
the present figure. There is no segre- 
gation of this amount between the 
preferred and common. The preferred 
has preference as to dividends at the 
rate of $3 per share per annum, is 
noncumulative, has a liquidation value 
of $50 per share, is noncallable, and 
has the sole voting rights—another 
Hopsonian practice.’ 

The reclassifications which took 
place after the Hopson group acquired 
the stock in 1926 were illegal and the 
stocks now outstanding in the hands of 





1 The facts above stated are to be found in 
the annual reports of the company to the Com- 
mission. 
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the present purchasers were illegally 
issued. 

During the period from the acquisi- 
tion of nearly all of the stock in 1925, 
the ownership has changed several 
times. In 1930, the New York State 
Electric & Gas Corporation (a com- 
pany in the Associated System) ac- 
quired all but a small minority of the 
outstanding capital stock from Hopson 
and Mange for $1 (Case 5586). On 
December 14, 1944, the ownership 
passed to a group of eight individuals 
whose names, addresses and voting 
preferred stock holdings were as fol- 
lows (1945 annual report) : 
John O. Harmon, Bradford 


Bertha L. Harmon, Bradford ... 
Henry A. Satterwhite, Bradford, 


Pa. 
Bernard M. Kirsch, Bradford, 
Pa. 
Ella L. Jack, Bradford, Pa. .... 75 


Gloria J. Kirsch, Bradford, Pa. 75 
Mary E. Kirsch, Buffalo, N. Y. 75 


282 shares 
93 


For the stock thus sold, New York 
State Electric & Gas received $625,- 
000 but it relieved Patchogue of cer- 
tain claims and possible charges. 

The company’s anual report for 1946 
shows John O. Harmon holding 907 
shares of the voting stock with Bertha 
L. Harmon holding 93 shares of the 
same issue. Some time during the 
first half of 1947, George E. Deven- 
dorf and Leslie Weiss became the 
stockholders of record. Mr. Deven- 
dorf holds 900 shares of the preferred 
stock and 9,900 shares of the common 
stock. Mr. Weiss holds the balance 
of each issue outstanding consisting of 
100 preferred shares and 100 common 
shares. 

The holders of the original capital 
stock (6,000 shares) paid into the 
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company between 1888 and 1923 
$300,000. From 1926 through 1934, 
$1,182,874.67 were transferred to the 
capital stock account from earned sur- 
plus and $1,082,874.67 were paid out 
to retire capital stock. From 1926 to 
1947 inclusive, $927,118.65 were paid 
in dividends along the sums in excess 
of $250,000 for interest charges on 
advances from associated companies at 
rates of 6 and 8 per cent. The ad- 
vances were liquidated at the time that 
Patchogue was sold by New York 
State Electric & Gas to the Harmon 
group of eight individuals in Decem- 
ber, 1944, and a note to Harmon in 
the same amount was given by 
Patchogue. 

Since the sale of Patchogue stock to 
the Harmon group, $9,750 in preferred 
dividends and $172,930 in common 
dividends have been paid through 
January 1, 1948. Of these amounts, 
it appears that the Harmon group re- 
ceived preferred dividends amounting 
to $7,500 and common dividends of 
$151,920. The Devendorf-Weiss in- 
terests seem to have received preferred 
dividends of $2,250 and common divi- 
dends of $21,010 since their purchase 
of the stock about May, 1947. Thus, 
for the period that. Harmon et. al. 
owned the Patchogue capital stock (ap- 
proximately two and one-half years 
per annual reports) dividends totaling 
$159,420 were paid or over $60,000 
per annum, equivalent to over 15 per 
cent per annum on the stated value of 
the capital stock. 


Balance Sheets 


In Table 1, there are presented com- 
parative balance sheets as reported by 
the company on selected dates. 

[2] A significant fact is that the 
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company has no mortgage debt out- 
standing, but the company had obliga- 
tions in the form of notes payable 
amounting to $325,000 at the end of 
last year. As of September 30, 1942, 
advances from associated companies 
amounted to $295,000 which had been 
reduced to $225,000 at the time of 
the sale to the Harmon group in De- 
cember, 1944. The advance was paid 
off but a new note bearing interest 
at 4.4 per cent payable to John O. 
Harmon in the amount of $225,000 
took its place. Upon May 1, 1947, 
the company executed a 2} per cent 
note payable on or before April 24, 
1948, to the Society for Savings in the 
city of Cleveland in the amount of 
$275,000, out of which $225,000 were 
used to pay off the note due Mr. Har- 


TABLE 1. 


mon. Another note for $50,000 was 
issued on September 1, 1947, payable 
on or before August 25, 1948, at the 
2? per cent interest rate to the Society 
for Savings, making the total of notes 
payable $325,000. 

What happened when the note for 
$275,000 became due April 24, 1948, 
is not a matter of record, but quite 
obviously the continuation of this 
form of indebtedness beyond the pe- 
riod of one year allowed by statute 
merely by the substitution of one note 
for another is clearly a violation of the 
intent of the statute. Through all these 
years, large dividends have been de- 
clared as already noted, far beyond 
normal percentages, and the amount 
of note indebtedness has been increased 
rather than decreased. 


CoMPARATIVE BALANCE SHEETS 


As of September 30, 1942, September 30, 1947 and December 31, 1947 


Assets and Other Debits 


Electric plant in service 
Construction work in progress 
Unclassified electric plant 


Total utility plant 


Other physical property 
Investments in associated companies 


Total investment and fund accounts ... 


Working funds 

Accounts receivable 

Receivables frora associated companies 
Rents receivable 

Materials and supplies 

Prepayments 


Total current and accrued assets 


Preliminary survey and investigation charges . 


Clearing accounts 
Retirement work in progress 
Other work in progress 
Other deferred debits 


Dec. 31, 1947 


$621,643.6% 
74,097.40° 
1,140,307.36 


$1,836,048.37 


Sept. 30,1942 Sept. 30, 1947 


$1,465,091.80  $1,747,669.21 








$124.97 
6,492.50 


$1,124.97 





$6,617.47 $1,124.97 
$47,473.40 
6,043.00 
52,855.27 


208.75 
63,494.99 
4,289.93 











$174,365.34 








$980.87 
766.84 
642.20Cr. 
1,002.30 
53,858.47 


$5,059.58 


421.42 
258.84 
54,234.06 


13.64 
54,914.78 


$56,946.05 
$1,621,410.55 





$55,966.28 $59,973.90 








$1,979,125.80  — $2,006,302.64 








73 PUR NS 





NEW YORK PUBLIC SERVICE COMMISSION 


Liabilities and Other Credits 


Common capital stock 
Preferred capital stock 


Advances from associated companies 


Notes payable 

Accounts payable 

Payables to associated companies 
Dividends declared 

Customers deposits 

Taxes accrued 


Total current and accrued liabilities ... 


Customers advances: for construction 
Other deferred credits 


Total deferred credits 


Reserve for depreciation of electric plant 
Reserve for uncollectible accounts 


Total reserves 
Contributions in aid of construction 


Earned surplus 


Sept. 30, 1942 


Sept. 30, 1947 
$400,000.00 








Dec. 31, 1947 
$400,000.00 








13,976.96 
2,500.61 
750.00 
65,932.18 
59,728.17 
3,680.89 
3,178.28 


$325,000.00 
27,146.30 
7,680.00 
55,183.24 
71,719.65 
4,250.43 
2,796.64 


$325,000.00 
42,956.20 





$149,747.09 


$493,776.26 


$503,263.13 








2,814.47 


$3,554.35 
15,129.27 


$3,580.21 
14,438.46 





$2,814.47 


$18,683.62 


$18,018.67 








2,828.10 


$617,280.10 
1,764.33 


$626,918.58 





$509,137.30 


$619,044.43 


$628,684.22 








$17,833.96 


$18,123.31 


$18,123.31 








$246,877.73 


$429,498.18 


$438,213.31 








$1,621,410.55 


Cr. = Credit. 


Proposed Capitalization 


The petitioner proposes to issue 
$550,000 of principal amount of first 
mortgage bonds and to change its 
presently authorized, issued and out- 
standing 1,000 shares of preferred 
stock and 11,000 shares of common 
stock into 30,000 shares of common 
capital stock having a par value of $20 


Capital Stock 
Common 11,000 shares no par value 
Preferred 1,000 shares no par value 
Common 30,000 shares $20 par value 

Notes payable 

Bonds, 34% due 1977 

Earned surplus 


The petition states that of the pro- 
ceeds received from the sale of the 
bonds, $282,500 are to be used to reim- 
burse the company’s treasury for 
money alleged to have been expended 
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pany proposes 


$1,979,125.80 


$2,006,302.64 


Since the present capital 
stock is stated at $400,000, the com- 
to transfer thereto 


$200,000 from earned surplus. The fol- 
lowing schedule contrasts the present 
financial structure, including notes 
payable with that proposed in the peti- 
tion. 


Per Books 


12-31-47 Proposed Cent 


34.4 


$600,000 432 
550,000 3946 
238,213 172 


325,000 279 
438,213 377 


$1,163,213 100.0 


$1,388,213 100.0 
therefrom during the previous five 
years in the construction, completion, 
extension, and improvement of its 
plant and distribution system and that 
the remaining $267,500 of the proceeds 
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are to be used for construction, com- 
pletion, extension, and improvement 
of its plant and distributing system for 
almost three years hence. 

When asked what the company in- 
tended to do with the $282,500 to be 
placed in its treasury, Mr. Weiss re- 
plied that they would use all of it to 
retire an equal amount of notes pay- 
able, leaving $42,500 outstanding. In 
substance, therefore, the company is 
asking for authority to issue bonds to 
retire note obligations to the extent of 
$282,500. This brings us to the ques- 
tion: For what purposes were the 
notes which the company proposes to 
pay off issued and were those purposes 
proper capital purposes. 

At the end of 1942, the company 
had obligations in the form of advances 
from associated companies to the ex- 
tent of $275,000. In 1943, this amount 
was reduced to $225,000. If we as- 
sume (which has not been proved) that 
the reduction of $50,000 in 1943 was 
made from sources other than deprecia- 
tion charges and salvage; it would ap- 
pear that the maximum amount of the 
funds obtained by the issuance of notes 
payable which were used for capital 
purposes could not have exceeded 
$100,000. But the company proposes 
to pay off notes to the extent of $282,- 
500. Deducting $100,000 leaves $182,- 
500 which antedated 1943. There is 
no proof that such an amount was 
used for capital purposes. If it were 
attempted to justify the company pro- 
posal through a reimbursement pro- 
ceeding, it would be futile because of 
the statutory 5-year limitation upon 
reimbursement proceedings. 


Notes Payable 


But let us see what can be found as 


to the origin and nature of these ad- 
vances. At the time of the separation 
of Patchogue from the Associated 
System in December, 1944, Patchogue 
owed New York State Electric & Gas 
Corporation, its parent, $60,000 on 
open account. This amount first ap- 
peared in “advances” in 1940, as a 
transfer from ‘Payables to Associated 
Companies.” The balance in the latter 
account at the end of 1939, according 
to the annual report, amounted to $60,- 
620.76. In that year, the account 
opened with a balance of $21,215.25, 
was credited with $88,210.50 includ- 
ing $78,000 for dividends declared by 
Patchogue, and was debited with $48,- 
804.99 leaving $60,620.76 as the bal- 
ance carried over to 1940. The credits 
during 1940 amounted to $10,948.46 
and the debits were $70,228.74, in- 
cluding the $60,000 transferred to 
“Advances from Associated Compa- 
nies.” 

At the time of the sale in 1944, 
$165,000 were owed to NY PANJ 
Utilities Company. The origin of this 
debt is not readily traceable through 
the annual reports. The earliest ap- 
pearance of advances was at the end 
of 1926 when the balance was report- 
ed to be $106,645.64. Thereafter, the 
year-end balances change, reaching a 
low of $72.52 at the end of 1930 and 
a high of $750,791.44 at the end of 
1931 (the year the preferred stock was 
retired) with the year-end balances 
averaging $301,989.22 over the 18- 
year period 1926-1943. At the begin- 
ning of 1944, the reported “Advances 
from Associated Companies” were 
$225,000. From the available data, 
including the sworn reports to the 
Commission, it is impossible to deter- 
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mine the purposes for which the funds 
thus obtained were used. 

At the time of the sale of Patchogue 
stocks to the Harmon group, the ad- 
vances were discharged ; but Patchogue 
issued a note payable to John O. 
Harmon, for $225,000, bearing inter- 
est at the rate of 4.4 per cent per an- 
num and due November 14, 1945. The 
note was renewed on two subsequent 
dates but at no time was the approval 
of the Commission asked for or ob- 
tained. On May 1, 1947, the note was 
finally paid off as already stated. 

[3] It should be noted that the origi- 
nal advance of $225,000 from associat- 
ed companies was not made during the 
5-year period within which any reim- 
bursement proceeding now or last fall 
available to the company could apply. 
[Limitation in Public Service Law, 
§ 69.] Only $100,000 of the presently 


outstanding notes payable were ob- 
tained within such period, and the 
Commission cannot certify that more 
than $100,000 of the notes outstand- 
ing were used for capital purposes. 


[4] In other cases, the Commission 
has frequently had occasion to call the 
attention of companies to their failure 
to segregate capital funds. When the 
funds obtained by the issuance of 
stocks, bonds, notes, or other obliga- 
tions, which at a later date the company 
wishes to refund by the issuance of 
securities, are not kept separate but are 
commingled with funds from various 
sources, it is generally impossible to 
prove that cash obtained from specific 
sources was used for specified purposes. 
The situation is similar to that of a 
tank into which water flows through 
various pipes and out of which water 
is distributed by several pipes for vari- 
ous purposes. It is impossible to say 
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that the water from a certain pipe 
passed out through another pipe. The 
failure to separate funds and record the 
purposes for which used is the com- 
pany’s fault and it must accept the re- 
sults which flow therefrom. The Com- 
mission has required that the proceeds 
of security issues be kept in separate 
funds and drawn down only for the 
capital purposes specified ; it will do so 
in this case. 

In support of the reimbursement 
phase of its petition, the company has 
submitted considerable data purport- 
ing to show that it has spent out of un- 
distributed earnings (transfers from 
income account to surplus) a sufficient 
amount to justify the granting of au- 
thority by this Commission to use the 
proceeds of bonds to retire the notes 
which antedated 1942 even though the 
proceeds obtained by the issuance of 
those notes were not of themselves used 
for capital purposes. After showing in 
the exhibits submitted gross additions 
to utility plant accounts for the 5-year 
period the company deducts the funds 
obtained from depreciation charges in 
operating expenses, amounts received 
from salvage and contributions in aid 
of construction, claiming that the re- 
mainder indicates the amount provided 
from income and other credits to sur- 
plus which have been actually used for 
capital purposes. It is difficult to com- 
pare the data submitted with the sworn 
reports of the company to the Commis- 
sion because the company has used the 
period from September 30, 1942, to 
September 30, 1947, and the data for 
each twelve months’ period covers the 
years ending September 30th, whereas 
the reports to the Commission use the 
calendar year as an accounting period. 
But let us analyze the company’s theory 
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to see whether it is sound, for if it is 
unsound, there is no need for discus- 
sion of the data submitted. 

[5] Before the company is entitled 
to have its treasury reimbursed as pro- 
vided for by statute, it must establish 
that it has invested in proper capital 
additions funds in excess of proper de- 
preciation charges and necessary provi- 
sions for surplus and that the charges 
to utility plant accounts represent real 
additions to plant and in no way cover 
repairs or maintenance costs. Inferen- 
tially, the company assumes that prac- 
tically all of its depreciation reserve 
credits provide for depreciation accru- 
ing during the period and inherited 
deficiencies. It also assumes that all 
of the amounts called “Surplus and/or 
Earnings” are amounts which it is en- 
titled to distribute to the stockholders 
and for any other purposes which they 
may select. There has been no 
thorough examination by the staff of 
the Commission of the accounts of the 
reimbursement period selected and the 
Commission cannot certify merely 
upon the claims of the company that 
provision has been made for accruing 
depreciation, deficiencies in reserves 
and charges against or reservation of 
surplus for needed purposes, not to 
mention an examination of the expen- 
ditures which the company considers 
gross additions. Findings on all of 
these points must be made by the Com- 
mission before it can authorize reim- 
bursement proceedings and due to the 
lack of sufficient information a ruling 
cannot now be made. 


Future Capital Expenditures 


The company proposes to spend out 
of the funds obtained by the issuance 
of bonds $267,500 for capital addi- 
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tions subsequent to September 30, 
1947, and submits the following as an 
estimate of property expenditures 
which will be needed in the next five 
years. 


Amount 


Year 
1947-10/1 to 12/31 only 
1948 


63,900 
254,570 
$1,084,939 


Mr. Weiss testified that these pro- 
posed expenditures have been author- 
ized by the board of directors and stat- 
ed that the company is only asking for 
enough funds to take it through 1950. 
On this basis, the gross additions 
would be $766,469, but later he with- 
drew $250,000 representing the cost of 
two new boilers for which funds are 
not requested at this time. The revised 
estimate thus becomes $516,469. If 
the program be limited to 1948 and 
1949, the estimated cost would be 
$314,468, as the boilers withdrawn 
were in the 1950 program. 

Exhibit 17 indicates that the de- 
preciation accruals up to the end of 
1950 would be $143,000 and that rein- 
vestment of earnings would provide 
$81,000, a total of $224,000. Deduct- 
ing this amount from $516,496 leaves 
$292,469 which should be provided 
from bond proceeds according to the 
company. 

While these estimates may be in- 
formative, the Commission has not in 
the past authorized issues to cover any 
such long period. Money should not 
be allowed to lie idle and it is generally 
not possible to reinvest for short pe- 
riods of one or two years without con- 
siderable loss between the interest re- 
ceived and the interest paid. In view 
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of the past record of this company, 
we shall not now consider any program 
beyond the end of 1949, leaving for 
later determination how additional 
funds are to be raised for needed capital 
expenditures in 1950 and beyond. 

Before proceeding to discuss the 
construction program submitted, we 
must determine when the period is to 
begin for which additional funds are to 
be provided. As stated, the company 
borrowed $50,000 in May, 1947, and 
an additional $50,000 in September of 
the same year. Up to the end of 1947, 
the company had found no necessity 
for borrowing additional funds. 
Hence, it appears that up to last De- 
cember 3lst, the company had been 
able to take care of all charges to plant 
account from its own operations with- 
out additional borrowings. 

Mr. Weiss estimates that gross addi- 
tions to plant in 1948 and 1949 will 
approximate $315,000. Our experi- 
ence has been that seldom are construc- 
tion programs fully realized. Manu- 
facturers find great difficulty, in view 
of labor conditions and demands for 
material and equipment for use abroad, 
in meeting the demand; but if we as- 
sume that Patchogue needs $315,000 
for 1948 and 1949, we may next pro- 
ceed to determine what part of the total 
amount should be raised by the is- 
suance of bonds. The first deduction 
to be considered is the amount that 
will be obtained through credits to the 
depreciation reserve. 

Mr. Weiss estimates that for the 
next three years the accruals to the re- 
serve will average $44,000 annually. 
This figure seems to be too low even 
for 1948 as the depreciation charges 
to operating expenses in 1947 were 
over $45,500 without any allowance 
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for credits through clearing accounts 
which amounted to over $1,220. The 
allowance for 1948 for depreciation 
funds should not be less than $50,000 
and for 1949 would probably exceed 
$53,000—a total for the two years of 
$103,000. With the additions to util- 
ity plant account as a result of the con- 
struction of additional property, the 
depreciation reserve should be in- 
creased from year to year. 

Ordinarily, provision should be 
made for funds obtained from salvage 
sales, but this has been provided for 
in the estimates and need not be con- 
sidered here. 

In addition, Mr. Weiss testified that 
the company would provide out of 
earnings $25,000 a year on the aver- 
age. At this rate, the use of earnings 


for 1948 and 1949 would provide for 
gross additions to the extent of $50,- 


000. However, this estimate is doubt- 
less on the basis that the Commission 
would permit the company to use pro- 
ceeds from the issuance of bonds for 
the retirement of notes to the extent 
of $182,500 more than is herein pro- 
posed. As this has not been done and 
as the company should immediately 
adopt a program for retiring these 
notes, which go back to a dim past, as 
income will be needed for this purpose 
and as all that the company can spare 
should be used, we will not make this 
deduction in this case. 

Subtracting the estimate of accruals 
to depreciation reserve of $103,000 
from gross cost of $315,000, leaves 
$212,000 as the funds which must be 
obtained from other sources if the es- 
timates for 1948 and 1949 are to be 
realized. 

There is one further factor to be 
considered. On behalf of the company, 


138 





RE THE PATCHOGUE ELEC. LIGHT CO. 


it was estimated that the expenses con- 
nected with the issuance of proposed 
securities would be $20,000. The ex- 
penses should not reach $20,000 in 
view of the determinations herein 
made. The testimony shows that the 
company intended to defray these ex- 
penses from other sources, but in view 
of what has been said regarding the 
use of earnings to retire notes, it seems 
reasonable to include $15,000 in the 
purposes for which bond moneys may 
be used. By so doing, the total amount 
needed would be as follows: 


Retirement of notes ...........++6. $100,000 
Gross additions in 1948 and 
1949 


$315,000 
103,000 212,000 
15,000 


Less depreciation reserve 


Expenses connected with the issue .. 


Making allowance for the fact that 
four months of 1948 have already 
passed, it is believed that an issue of 
bonds should be authorized to the ex- 
tent of $350,000 of which there would 
be available for gross additions after 
January 1, 1948, not paid for out of 
depreciation funds and net salvage and 
for expenses of the issue the sum of 
$250,000. 

[6] On the basis of a bond issue of 
$350,000, the financial structure of this 
company as of December 31, 1947, 
would be 
Capital stock 
Bonds 
Notes payable—temporarily 
It is obvious that if this structure were 
to remain for any considerable period, 
it would be out of balance for the total 
amount of debt-bearing obligations 
would be $575,000 compared with a 
stated value of capital stock of $400,- 
000. If the reported earned surplus of 
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the company, amounting to $438,000 
in round figures, were a true earned 
surplus and $200,000 were transferred 
to capital stock with a segregation be- 
tween preferred and common stock, a 
balance would soon be restored, but 
no company should have a continuing 
short-term debt of $225,000 out of a 
total of $975,000 for capital stock, 
bonds, and notes. The first duty of 
Patchogue is to prepare a program 
which will result in the retirement of 
all notes payable, so that there will 
not be hanging over the company an 
unfunded obigation to such a large 
relative extent. 

The allowance of $15,000 for ex- 
penses should not be construed as an 
approval of bills which may be submit- 
ted to that extent. It merely fixes a 
maximum of expense. The Commis- 
sion will follow the usual practice of 
providing in its order authorizing the 
issuance of bonds that all expenses 
shall be submitted to the Commission 
for consideration and approval and 
that nothing shall be charged to un- 
amortized debt discount and expense 
until such approval in writing is se- 
cured. In the meantime any expendi- 
tures must be carried in deferred debits. 


Income 


[7] In proceedings involving the is- 
suance of securities, it is always nec- 
essary to consider the income account 
of the company principally for the pur- 
pose of ascertaining whether the com- 
pany can meet fixed charges and rea- 
sonable return on other securities that 
may be issued. The company has sub- 
mitted income statements prepared 
from the books and records of the 
company. The figures for 1946 and 
1947 are set forth in Table 2. When 
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$100,000 of notes payable are retired, 
there will be a change in some of the 
figures but the amount of interest will 
be increased because the debts of the 
company will be increased $250,000 
and this will result in a reduction in 
income taxes if revenues and expenses 
are not changed so that the increased 
interest rate on a larger amount of 


debt will not affect the net income to 
the extent that would be indicated by 
the interest charges alone. It is ob- 
vious, however, that on the basis of the 
figures for these two years the com- 
pany has a reasonable expectation of 
meeting all charges including interest, 
assuming efficient and economical 
management. 


TABLE 2. CONDENSED STATEMENTS OF INCOME (1946 AND 1947) 


Utility Operating Income: 
Operating revenues 


Operating Revenue Deductions : 
Operation and maintenance 
Depreciation 
Operating taxes 


Total Operating Revenue Deductions 


Total Utility Operating Income 
Other Income 


Gross Income 


Income Deductions : 
Interest on debt to associated companies 
Other interest charges 
Miscellaneous income deductions 
Income taxes 


Total Income Deductions 


Net Income 


Proposed Indenture 


The bonds proposed to be issued are 
to bear an interest rate of 34 per cent 
annually, payable semiannually and to 
mature in thirty years. They are to 
be sold privately to the John Hancock 
Mutual Life Insurance Company at 
not less than 100 per cent of the prin- 
cipal plus accrued interest. The in- 
denture under which the bonds are to 
be issued is dated December 1, 1947, 
and The Public National Bank and 
Trust Company of New York is to be 
trustee. 

The indenture provides among other 
things for minimum depreciation ac- 
cruals which are to be computed at the 
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1946 
$683,288.12 


1947 
$795,097.68 





$445,682.53 $534,129.96 


45,547.38 
69,949.41 
$649,626.75 


$145,470.93 


$550,585.60 





$132,702.52 
72.92 


$132,775.44 


$145,470.93 


$2,200,00 
8,588.52 
505.00 
50,612.46 


$61,905.98 
$83,564.95 





$58,076.86 
$74,698.58 


rate of 16 per cent of the gross operat- 
ing revenues derived from the bond- 
able property of the company for each 
calendar year, after excluding from 
such revenues the cost of electricity 
purchased by the company including 
standby, service, or similar charges as 
well as rental and lease payments, less 
an amount equal to the aggregate of 
the charges to operating expenses for 
current repairs and maintenance of 
bondable property. Should the com- 
pany construct a generating station 
capable of producing 90 per cent or 
more of its energy requirements, the 
method of computing depreciation is to 
be changed (§ 1.33). 
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Commencing July 1, 1948, and each 
year thereafter, the company is re- 
quired to pay to the trustee cash and/ 
or bonds in an aggregate amount equal 
to the excess of the minimum provision 
for depreciation for the preceding 
calendar year as defined in § 1.33 over 
certain property additions and bond 
credits (§ 4.05). 

The company covenants that it will, 
beginning with 1952 and continuing 
through May 31, 1977, pay to the trus- 
tee annually on or about May 31st an 
amount equal to the lowest multiple 
of $1,000 which equals or exceeds one 
per cent of the greatest aggregate prin- 
cipal amount of bonds of the 1977 
series outstanding at any one time 
prior to April 15th next preceding such 
May 3lst. The payments may be 
satisfied by cash or by delivery of 
bonds (§ 4.03). 


The company may issue an addition- 


al $150,000 principal amount of bonds 
against property owned on June 30, 


1947 (§ 5.01B). Additional bonds 
may be issued also in an aggregate 
principal amount not exceeding 60 per 
cent of the amount of available net 
additions (§ 5.03). 

The payment of dividends on com- 
mon stock other than dividends pay- 
able in capital stock of the company are 
restricted to the amount of the net in- 
come available for dividends on the 
common stock accumulated after Nov- 


ember 30, 1947, plus $50,000 (§ 4.05). 


The bonds are subject to redemption 
prior to maturity as a whole or in part 
at the option of the company upon pay- 
ment of the applicable percentage of the 
principal amount thereof redeemed 
during the periods set forth. The re- 
demption price in the twelve months’ 
period beginning December 1, 1947, 
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is 103 per cent of principal and is 
scaled down 4 of one per cent in each 
subsequent year with the exception of 
1956, 1962, 1968, and 1974 when the 
redemption price reached in the pre- 
ceding year is held the same for those 
years listed. 


Reclassification of Capital Stock 


[8] Patchogue asks for the endorse- 
ment of the consent and approval of 
this Commission under § 38 of the 
Stock Corporation Law, on a “Cer- 
tificate of change of all previously 
authorized shares, without par value, 
heretofore issued, into a different num- 
ber of shares, with par value, ar 

As previously stated, the present 
capital stock consists of 12,000 shares 
without par value, 1,000 shares of 
which are preferred and 11,000 shares 
are common stock. The preferred 
stock has noncumlative preference as 
to dividends to the extent of $3 per 
annum and the right to $50 in liquida- 
tion before any distribution to the com- 
mon stock. On this basis, its equity 
would be about $50 per share or $50,- 
000, which would produce a book 
value for the common stock of $350,- 
000 or $31.8181 per share. Since the 
preferred stock has exclusive voting 
rights, it cannot be called except with 
its consent. Because the issue is rela- 
tively small, its potential powers are 
disproportionate to its equity. As the 
two classes of stock have been held, at 
least since 1926, by harmonious in- 
terests, there has been no conflict be- 
tween the two classes. 

Patchogue proposes new capital 
stock to consist of 30,000 shares of 
$20 par value common stock which 
is to be distributed to the present own- 
ers in the proportion of 24 shares of 
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the new stock for one of the old wheth- 
er preferred or common stock. On this 
basis, the preferred would be ex- 
changed for 2,500 shares having a par 
value of $50,000 and the common for 
27,500 shares of a par of $550,000. 

To create such a book value, the 
company proposes to transfer $200,000 
from “earned surplus” to capital stock 
account. In order for the Commis- 
sion to approve such an operation, it 
must first find that Patchogue has a 
real earned surplus of much more than 
$200,000, for it would be quite in- 
advisable to permit the reduction of 
the balance in the surplus account be- 
low a considerable amount. Such a 
finding cannot be made upon the rec- 
ord in this proceeding and before it 
can be made a thorough investigation 
by the accounting and engineering 
staff of the Commission would be re- 
quired. A determination upon this 
part of the application must be with- 
held. 


Conclusion 


The issuance of $350,000 in bonds 
for the purposes approved herein rep- 
resents a considerable departure from 
the company’s proposal and leaves the 
problem of how $225,000 of outstand- 
ing obligations are to be met. Atten- 
tion has been called to the fact that the 
continued renewal of short-term loans 
is clearly a violation of the intent of the 
law and it is the first obligation of 
the company to plan for the prompt re- 
tirement of these debts. Such a plan 
should be prepared and submitted im- 
mediately to the Commission. Unless 
this is done, it may be necessary for the 
Commission to include in the order 
authorizing the issuance of any securi- 
ties provisions for an appropriation of 
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income to bring about directly or in- 
directly the elimination of this indebt- 
edness which has been allowed to ex- 
ist for so many years. Provision is 
made in the company plan for a sink- 
ing fund, but this merely provides for 
the gradual retirement of the bonds 
or the increase in assets and does not 
deal in any way with the obligations 
not refunded. 

In view of the fact that considerable 
time has elapsed since the original plan 
was submitted, the date of the bonds 
should be changed from December 1, 
1947, to the first of a month about 
the time of their issuance. This 
change, of course, will result in a 
change of the dates upon which inter- 
est is paid, the maturity date, and the 
redemption date. The call prices pro- 
vided in the proposal do not exactly 
agree with the principle generally fol- 
lowed by the Commission, namely, 
that they should decrease uniformly 
during the period that the bonds are 
outstanding, but the plan proposed is 
not in substantial disagreement. 


There may be other changes to be 
made in the indenture and these must 
be submitted to the Commission before 
an order is issued as it is not permis- 
sible to change the indenture after the 
issuance of an order without the ap- 
proval of the Commission. 

Mention has not been made of the 
standard clauses that are included in 
bond orders, such as the impounding 
of funds, reimbursement of the funds 
if the Commission finds at a later date 
that any withdrawals were used for 
purposes not contemplated by the or- 
der, and the provision for the inclusion 
of depreciation allowances in operating 
expenses, at least until the Commission 
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has completed its investigation and de- 
termined whether those now being 
charged are reasonable and the reserve 


adequate. All of these standard 
clauses should be included in the order 
when issued. 





NEW YORK SUPREME COURT, SPECIAL TERM, ALBANY COUNTY 


County Transportation Company, 


Incorporated 


Milo R. Maltbie et al. 


— Misc —, 77 NYS2d 746 
February 9, 1948 


CTION by bus company to enjoin enforcement of rate fixed 
A by Commission on the ground that it ts confiscatory; mo- 
tion by Commission for summary judgment denied. For decision 
of Appellate Division reversing order granting injunction against 
temporary rates, see (1948) 273 App Div 437,73 PUR NS post, 

p. 145, 77 NY S2d 748. 


Procedure, § 29 — Summary judgment — Questions as to evidence — Commis- 


sion rate order. 


A motion by the Commission for summary judgment, in an action by a 
bus company to enjoin the enforcement of a rate fixed by the Commission 
on the ground that it is confiscatory, should be denied as a matter of discre- 
tion when much of the controversy turns on the scope of admissibility of 
evidence and the action is new and unfamiliar, so that a summary disposi- 
tion should be approached cautiously. 


The action is in equity by plain- 
tiff, a bus company, to enjoin the en- 
forcement of a rate fixed by the Public 
Service Commission on the ground it 
is confiscatory. The defendants (Com- 
mission) moved for summary judg- 
ment on the record before them. For 
convenience it was agreed that the 
single question whether summary 
judgment was an available remedy in 
this kind of action was first separately 
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to be determined. The preliminary 
ruling was in favor of the Commis- 
sion. (1947) 189 Misc 743, 72 PUR 
NS 223, 73 NYS2d 906. The merits 
of the motion were then argued as 
well as plaintiff’s motion to dismiss an 
affirmative defense in the answer un- 
der which defendants pleaded the rec- 
ord before them in justification of their 
determination. 
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APPEARANCES: Edward R. Brum- 
ley, of New York city (Thomas Bron- 
son Jewell, of New York city, of coun- 
sel), for plaintiff; Sherman C. Ward, 
Acting Counsel to Public Service Com- 
mission, of Albany (George H. Ken- 
ney, of Albany, of counsel), for de- 
fendants. 


BERGAN, J.: Upon taking up the 
merits of defendants’ motion for sum- 
mary judgment based on the record 
before them, some aspects of the case 
fall into clearer perspective than seemed 
possible when the broad question alone 
was considered whether summary 
judgment is a remedy appropriate to 
this kind of action. 


I have held that the remedy is with- 
in the practice and appropriate to the 
action; but as I reach into the merits 
and examine more closely the factual 
and procedural problems, I conclude 


that this motion in this action should 
be denied as a matter of discretion. 
Two main reasons, somewhat inter- 
related underlie this result: 

(A) Much of the controversy turns 
on the scope of admissibility of evi- 
dence in the action. The rule of ad- 
missibility seems to assume a rather 
large importance. Defendants say the 
full record, upon which they acted, is 
the only competent evidence. 

Plaintiff contends new evidence and 
evidence of value improperly excluded 
by the Commission may be received. 
The summary judgment, under our 
practice, is not a happy vehicle for get- 
ting a clear-cut ruling on the admis- 
sibility of debatable evidence. It would 
be preferable to have the evidence of- 
fered on a trial and passed upon. Then 
it may be decided if it should be re- 
ceived by viewing it in the exact form 


and scope offered, rather than as it 
may take form in the descriptive lan- 
guage of affidavits. 

If, as defendants argue, such evi- 
dence should be excluded and only the 
record before the Commission con- 
sidered, appropriate rulings of exclu- 
sion can be made on the trial, easily 
reviewable under customary appellate 
practice. Such a trial could be very 
brief. The very nature of the sum- 
mary judgment makes adequate sepa- 
rate consideration and review of such 
questions awkward. 

(B) The function of summary judg- 
ment is to deal with issues quickly; 
to get at the real substance of facts, 
about which there is no controversy 
which a judge would take seriously. 
All this suggests dealing with familiar 
forms of relief. Where the action is 
as new and unfamiliar as this is, a 
summary disposition should be ap- 
proached cautiously, and while I think, 
as I have stated before, the remedy 
is appropriate to the action (but avail- 
able to defendants only) its full ap- 
plication should await clarification of 
the nature of the inquiry and the kind 
and scope of evidence a court will re- 
ceive before it can have a really useful 
application. As the court and the bar 
gain experience with the action, and 
the rules of admissibility become set- 
tled, the summary judgment will, no 
doubt, prove a valuable form for reach- 
ing the underlying questions. 

Motion for summary judgment de- 
nied as a matter of discretion. 

The first affirmative defense of de- 
fendants is properly pleaded and plain- 
tiff’s motion addressed to it is denied. 

Submit orders. Papers and briefs 
used on these motions may be obtained 
at this office by respective counsel. 
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NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


County Transportation Company, 
Incorporated 


Milo R. Maltbie et al. 


273 App Div 437, 77 NYS2d 748 
March 24, 1948 


PPEAL from order granting injunction against temporary 
A bus rates and permanent bus rates; reversed as to tem- 
porary rates and restraint on enforcement of permanent rates 
continued. See also the related decisions in (1947) 189 Misc 
743,72 PUR NS 223,73 NYS2d 906, and (1948) 73 PUR NS 

ante, p. 143, 77 NYS2d 746. 


Rates, § 630 — Temporary rate order — Recoupment provision — Effect of fix- 
ing permanent rates. 

1. The provision in § 114 of the Public Service Law that the Commission 
in fixing final rates is authorized to consider the effect of temporary rates 
does not cease to operate merely because permanent rates are fixed, but the 
company is fully protected against loss until permanent rates are actually 
put into effect, p. 147. 

Injunction, § 3 — Attack on temporary rates — Final rate fixed but not effective. 


2. An injunction against enforcement of a temporary bus rate fixed by 
the Commission should not be granted even though an identical final rate 
has been fixed, if the final rate has not actually become effective but its 
effectiveness has been postponed by the Commission, since § 114 of the 
Public Service Law provides for consideration of the effect of temporary 
rates when final rates are established and this recoupment provision protects 
the company from confiscation, p. 147. 


(Hu, PJ., dissents.) 
ee 


Before Hill, PJ., and Heffernan, dolph J. Seifert, both of New York 
Brewster, Foster, and Russell, JJ. city, of counsel), for respondent. 


APPEARANCES: Philip Halpern, of HEFFERNAN, J.: Respondent, an 
Albany (George H. Kenny, of Albany, omnibus corporation, organized under 
of counsel), for appellants; Edward the Transportation Corporations Law 
R. Brumley, of New York city of this state, is engaged in the trans- 
(Thomas Bronson Jewell and Ran- portation for hire of passengers by 

[10] 145 73 PUR NS 





NEW YORK SUPREME COURT 


motor vehicle, in Westchester county, 
New York, and in Connecticut, its 
main route extending between New 
Rochelle, New York, and Stamford, 
Connecticut. 

In September, 1944, appellants 
(hereafter referred to as the Commis- 
sion) instituted a proceeding for an 
investigation and examination of re- 
spondent’s books and records. As a 
result of that investigation the Com- 
mission, in January, 1946, instituted 
arate proceeding. Hearings were held 
from time to time between January 22, 
1946, and July 8th of the same year. 

On November 20, 1946, the Com- 
mission made an order prescribing 
temporary rates which became effec- 
tive on February 1, 1947. Subsequent- 
ly and on August 6, 1947, the Com- 
mission made an order prescribing 
permanent rates. The permanent rates 
are identical with the temporary rates, 
namely, three tokens or tickets for 25 
cents for service for which a straight 
10-cent fare had been charged by re- 
spondent prior to Feburary 1, 1947. 

On December 23, 1946, respondent 
initiated a proceeding under Article 78 
of the Civil Practice Act to review the 
temporary rate order. It also applied to 
the special term of this court for a stay 
of the enforcement of the temporary 
rate order pending the review. The 
special term denied the application and 
respondent appealed from that order 
and applied to a justice of this court for 
a stay pending appeal. That applica- 
tion was likewise denied. Respond- 
ent, thereupon, abandoned the certio- 
rari proceeding and on September 8, 
1947, instituted the present action for 
a temporary and permanent injunction 
against any attempt to compel it to ob- 
serve the orders of the Commission 
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made on November 20, 1946, and 
August 6, 1947, on the theory that 
the prescribed rates are confiscatory, 

After the commencement of the ac- 
tion respondent on September 12, 
1947, applied to the Albany special 
term of the supreme court for a tem- 
porary injunction to restrain the Com- 
mission from enforcing its temporary 
and permanent rate orders. 

Meanwhile for the purpose of main- 
taining the status quo while respond- 
ent’s motion was being considered by 
the special term the Commission made 
a series of orders extending the effec- 
tive date of the permanent rate order 
until November 24, 1947. 

On November 19, 1947, the special 
term granted respondent’s application 
and issued an injunction, pendente lite, 
against both the temporary and per- 
manent rate orders. 

The Commission promptly appealed 
to this court from the injunction order 
and applied to a justice of this court for 
a stay of its operative effect in respect 
to the temporary rate order during the 
pendency of the appeal. 

On December 5, 1947, the justice to 
whom the application was made, grant- 
ed such a stay upon condition, among 
others, that the Commission should 
postpone the effective date of the per- 
manent rates to and including January 
15, 1948. The Commission complied 
with that condition and this court at 
the January, 1948, term continued the 
stay pending the determination of the 
appeal. 

The only question which we need’ 
consider in this case is contained in 
that part of the order under review 
which applies to the temporary rate 
order of the Commission. The court 
below properly restrained the Com- 
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mission from putting into effect the 
permanent rate order. The Com- 
mission does not question the validity 
of that ruling. It has not attempted 
and is not attempting to enforce the 
permanent rate until the merits of the 
controversy are finally decided. The 
temporary rate order is to be continued 
by the Commission until the conclu- 
sion of the litigation. 

[1, 2] Section 114 of the Public 
Service Law, which authorizes the 
Commission to prescribe temporary 
rates, provides, in part, as follows: 
“Temporary rates so fixed, determined 
and prescribed under this section shall 
be effective until the rates to be 


charged, received, and collected by said 
utility company shall finally have been 
fixed, determined and prescribed. The 
Commission is hereby authorized in 
any proceeding in which temporary 
rates are fixed, determined, and pre- 


scribed under this section, to consider 
the effect of such rates in fixing, deter- 
mining and prescribing rates to be 
thereafter charged and collected by said 
public utility company on final deter- 
mination of the rate proceeding.” 

It is the contention of respondent 
that because the Commission has fixed 
permanent rates it is no longer protect- 
ed by the recoupment provision in 
§ 114. We think it is unduly appre- 
hensive in this respect and that its fears 
are groundless. 

On the application for a stay and in 
its brief the Commission has stipulat- 
ed that permanent rates will not be en- 
forced until final adjudication of the 
cause. If respondent should ultimate- 
ly succeed and new rates are fixed the 
recoupment provision of the temporary 
rate statute fully protects it against any 
possibility of loss. Staten Island Edi- 
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son Corp. v. Maltbie (1943) 267 App 
Div 72, 52 PUR NS 166, 45 NYS2d 
337, affirmed (1944) 292 NY 611, 55 
NE2d 376; Bronx Gas & E. Co. v. 
Maltbie (1936) 271 NY 364, 14 PUR 
NS 337, 3 NE2d 512. Under such 
circumstances the Commission would 
be estopped to deny that respondent 
would be entitled to the benefits of that 
statute. 

In our opinion the recoupment pro- 
vision does not cease to operate mere- 
ly because permanent rates are fixed. 
Respondent is fully protected against 
loss until permanent rates are actually 
put into effect. It matters little to re- 
spondent whether this result is accom- 
plished by the Commission’s order 
postponing the effective date of the 
permanent rate or by this court’s order 
enjoining enforcement thereof. In 
neither event can respondent suffer 
loss. This view was adopted by both 
parties, by this court and the court of 
appeals in Staten Island Edison Corp. 
v. Maltbie (1945) 270 App Div 55, 
62 PUR NS 33, 58 NYS2d 818, af- 
firmed (1947) 296 NY 374, 68 PUR 
NS 129, 73 NE2d 705. 


In the case last cited the Commission 
had adopted not only temporary but 
permanent rates. On appeal to this 
court it was conceded by the respective 
parties that if plaintiff should succeed 
in attacking the permanent rate the re- 
coupment provision in § 114 would 
protect it against interim losses. We 
adopted that construction of the statute 
and the court of appeals sanctioned our 
conclusion. 

The proper construction of the stat- 
ute in the light of what it was designed 
to accomplish is that temporary rates 
prescribed thereunder shall be con- 
tinued until permanent rates are ac- 
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tually placed in effect. The statute 
was plainly designed to permit the 
Commission to prescribe temporary 
rates during the period that permanent 
rates are under consideration by the 
Commission or the courts and until 
a permanent rate by the Commission 
is finally established and actually 
placed in effect. Only in this way can 
respondent and the public be protected 
during the pendency of litigation con- 
cerning the reasonableness of the per- 
manent rate. Certainly the public in- 
terest is not protected by the refund 
slip provision contained in the order 
of the special term. 

In view of our conclusion that the 
temporary rate is in effect respondent 
is fully protected by the recoupment 
provision and is in no position to assert 
confiscation. The special term had 
no jurisdiction to grant the temporary 


injunction upon a finding that respond- 
ent would sustain “great and irrepara- 
ble damage.” As we have now shown, 


it is fully protected against any loss, 
To sustain the order of the special 
term would deprive the public of pro- 
tection during the interim. 

The order of the special term in so 
far as it grants an injunction against 
the temporary rates is reversed on the 
law and facts with $10 costs and dis- 
bursements and the application in that 
respect is denied with $10 costs. The 
order restraining the enforcement of 
permanent rates is affirmed and con- 
tinued. Pending the final determina- 
tion of the questions involved in this 
case the Commission is restrained from 
enforcing permanent rates. 


Brewster, Foster, and Russell, JJ., 
concur. 


Hitt, PJ., dissents, upon the ground 
that the reduction of rates or a reduc- 
tion in the prices of any necessity fixed 
before the present increase in all cost 
items seems unreasonable. The tem- 
porary stay should be affirmed. 
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UNITED STATES CIRCUIT COURT OF APPEALS, FIFTH CIRCUIT 


Interstate Natural Gas Company, 
Incorporated 


Vv. 
Federal Power Commission et al. 


No. 10701 


166 F2d 796 
March 12, 1948 


EVIEW of order of Federal Power Commission reducing gas 
R rates, wherein motion was made requesting that charges 
exacted in excess of Commission order and deposited in court be 
returned to pipe-line company; Commission order affirmed and 
distribution of deposited funds to pipe-line company ordered. 


Reparation, § 9 — Jurisdiction of court — Distribution of overcharges — Deposits 


under stay order. 


The court, in affirming an order of the Federal Power Commission reducing 
gas rates, may not order a distribution to ultimate gas consumers of funds 
deposited in court in excess of the Commission’s order pursuant to a court 
stay order, but can only order distribution to the pipe-line companies of the 
overcharges that had been exacted under the protection of the stay order. 


APPEARANCES: Henry P. Dart, Jr., 
and H. Grady Price, both of New 
Orleans, La., Alden T. Shotwell, of 
Monroe, La., and William A. Dough- 
erty and C. W. Cooper, both of New 
York city, for petitioner; Bradford 
Ross, General Counsel, and Louis W. 
McKernan, and Milford Springer, 
Principal Attorneys, all of Washing- 
ton, D. C., for Federal Power Commis- 
sion; Chas. C. Crabtree, of Memphis, 
Tenn., for Memphis Light, Gas & 
Water Div.; Warren Henry, of 
Springfield, Ill., for Illinois Commerce 
Commission; C. Huffman Lewis, of 
Shreveport, La., for United Gas Pipe 
Line; Forney Johnston, of Birming- 


ham, Ala., for Southern Natural Gas 
Co.; Russell Rice, of Jackson, Tenn., 
for city of Jackson, Tenn.; Wilbur F. 
Hall, of Jefferson City, Mo., for Mis- 
souri Public Service Commission ; Ed- 
ward P. Russell, of Memphis, Tenn., 
for Memphis Natural Gas Co.; W. C. 
Perrault, 1st Assistant Attorney Gen- 
eral, and Roland C. Kizer, both of Ba- 
ton Rouge, La., and Francis P. Burns, 
City Attorney, Edward Rightor, and 
Warren O. Coleman, all of New Or- 
leans, La., for other respondents; 
Donald C. McCreery, of Denver, Colo., 
J. Q. Weatherly, of Houston, Texas, 
James D. Smullen, Assistant Attorney 
General, of Texas, and James F. Gray, 
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UNITED STATES CIRCUIT COURT OF APPEALS 


of Dallas, Tex., amici curiae. 
Before Hutcheson, Holmes, and Mc- 
Cord, Circuit Judges. 


Per Curiam: Admitting that it is 
not entitled to have returned to it sums 
it deposited in this court pursuant to 
the stay order of December 5, 1944, 
petitioner is here asking an order di- 
recting the distribution of such sums 
and absolving petitioner from further 
liability .or accountability in respect 
thereto. 

The matter comes up in this way. 
By an order entered April 27, 1943, 
3 FPC 416, 48 PUR NS 267, modified 
June 9, 1943, the Federal Power Com- 
mission reduced the rates and charges 
of Interstate Natural Gas Company, 
Inc., on sales made by Interstate in 
the Monroe field in Louisiana to pipe- 
line companies, each being a natural 


gas company subject to the jurisdic- 
tion of the Commission. 


Contesting this order as beyond the 
jurisdiction of the Commission, Inter- 
state filed its petition for a review in 
this court, and at the same time applied 
to this court for, and was granted, a 
stay’ of the Commission’s order, con- 
ditioned upon Interstate’s paying into 
the registry of this court the monthly 
difference between payments under ex- 
isting rates and those required under 
the rate reducing order of the Commis- 
sion. 


During the pendency of the review 
proceeding, Interstate accepted certain 
of the reductions ordered by the Com- 
mission which related to gas delivered 
to distributing companies in New 
Orleans and adjacent territory, rate 
schedules were filed and accepted by 
the Commission, and, by agreement of 
all parties, that portion of the im- 
pounded funds relating to the sales in 
question were paid to the distributing 
companies in the New Orleans area, 
and excess payment on account thereof 
was returned to Interstate. 


The case then proceeded to hearing 
on the question of the jurisdiction of 
the Commission over sales made by 
Interstate in the Monroe field in Louis- 
iana to Mississippi River Fuel Cor- 
poration, Southern Natural Gas Com- 
pany, and United Gas Pipe Line Com- 
pany for account of Memphis Natural 
Gas Company. 

This court affirmed * the order of the 
Commission reducing  Interstate’s 
rates to the three pipe-line companies. 
Its judgment was affirmed in the su- 
preme court, and commencing with 
deliveries for the month of October, 
1947, collections have been made by 
Interstate at the rate fixed by the or- 
der of the Commission, and, therefore, 
no further deposits are being made 
pursuant to the stay order. The rate 
schedules filed as provided for in the 
Commission’s order were made effec- 





1 The order specifically provided that: 

“The amounts so deposited shall remain on 
deposit subject, however, to the further order 
or orders of this court to be returned to such 
ultimate consumers of gas, or other persons 
to whom the court shall find the same should 
be returned, as contemplated by the provisions 
of the Natural Gas Act. Upon receipt of each 
deposit the clerk of this court shall notify 
the Federal Power Commission stating the 
amount of such deposit and the total amount 
then on deposit in said fund.” 
and further: 
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“Full power and jurisdiction is reserved to 
cancel or modify this order and to enter any 
other orders (with or without application of 
the parties) to protect or to promote the rights 
and interests of the parties to this litigation 
and of the ultimate consumers or other par- 
ties financially interested in the impounded 
funds.” 

2Interstate Nat. Gas Co. v. Federal Power 
emma (1946) 65 PUR NS 1, 156 F2d 

9. 
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tive for all bills rendered to the pipe- 
line companies on and after July 15, 
1943. 

In addition to the sums deposited in 
the registry of the court, it is recog- 
nized that Interstate owes each of the 
companies an additional amount 
which it has not deposited but which. 
it agrees to, and will, pay as a part of 
the distribution ordered. 

The three pipe-line companies above 
named, who paid the excess charges to 
Interstate, have filed interventions ask- 
ing that the charges exacted from them 
in excess of the Commission’s order be 
returned to them. 

The Federal Power Commission, 
the Public Service Commission of the 
state of Missouri, Memphis Light, Gas 
& Water Division of the city of Mem- 
phis, Illinois Commerce Commission, 
and the city of Jackson, Tennessee, 
have appeared to oppose the distribu- 
tion to the pipe-line companies and to 
insist that the funds be distributed 
to the ultimate consumers of the gas 
purchased by the pipe-line companies 
from Interstate or to such other per- 


sons and institutions as may appear 
equitably entitled thereto. 


A careful consideration of the op- 
posing contentions, in the light of the 
undisputed facts leaves us in no doubt 
that, whatever may be the rights of 
ultimate consumers or others to re- 
quire the pipe-line companies who have 
overpaid Interstate to account to them 
in respect of such overpayments, it is 
not our function to search out or de- 
clare them.* The only appropriate or- 
der for this court to enter is one re- 
quiring Interstate to repay to the three 
pipe-line companies the moneys which 
Interstate wrongfully exacted from 
them under the protection of our order, 
such distribution to the three pipe- 
line companies, however, to be without 
prejudice to the rights, if any, of ulti- 
mate consumers or others to hold said 
companies to account in respect there- 
of. 


Let an appropriate order be drawn 
and presented for entry. 





8 Central States Electric Co. v. Muscatine 
(1945) 324 US 138, 89 L ed 801, 57 PUR NS 
81, 65 S Ct 565. 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 


McNaughton Brothers et al. 


Don E. Weiss, Trading As Indiana 


Delivery Service 


Complaint Docket No. 14283 
January 19, 1948 


OTION by motor carrier requesting Commission to require 
M competitor to amplify complaint; granted. 


Procedure, § 21 — Hearing on complaint — Right to notice of nature of viola- 


tion — Due process. 


1. It is an essential element of due process of law, whether in judicial or 
administrative proceedings, that the defendant have notice, in reasonable 
particularity, of the violation with which he is charged, p. 153. 


Pleading, § 6 — Complaint against motor carrier — Right to particulars. 


2. A motor carrier whose operation has been complained of by a competitor 
is entitled to be informed of the nature of the charges in reasonable particu- 
larity so that he may have a fair opportunity to defend himself, p. 153. 


By the Commission: The above- 
named complainants filed a formal 
complaint against the respondent, on 
October 29, 1947. On November 12, 
1947, the respondent filed a motion re- 
questing the Commission to require 
the complainants to amplify the allega- 
tions of the complaint, for the reasons 
that the allegations are insufficiently 
‘ averred, specific violations of the re- 
spondent’s certificate rights are not 
averred, the dates on which the alleged 
violations occurred are not named, 
and the persons who allegedly were 
charged excessive rates or for whom 
service was rendered beyond the limits 
of the certificate, are not named. 

The formal complaint contains the 
following two averments : 
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“First: That the said Don E. 
Weiss has charged and collected rates 
not provided for in his tariff schedule 
on file with the Pennsylvania Public 
Utility Commission. 

“Second: That the said Don E. 
Weiss has operated beyond the rights 
and privileges granted to him by his 
certificate, on which, together with 
other violations of the rules and regula- 
tions of the Public Utility Commis- 
sion, the four complainants expect to 
prove upon hearing.” 

The complainants, on December 9, 
1947, filed an answer to respondent’s 
motion for amplification, stating that 
a general complaint as to the specific 
grounds for violation is sufficient to 
set the matter down for hearing, and 
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averring that “the motion of the de- 
fendant is merely a fishing expedition 
to learn exactly what violations the 
complainants know of e 

[1] After consideration of the mat- 
ter, we are of the opinion that the mo- 
tion of the respondent should be 
granted. It is an essential element of 
due process of law, whether in judicial 
or administrative proceedings, that 
the defendant is entitled to notice, in 
reasonable particularity, of the viola- 
tion with which he is charged. The 
very object of a formal complaint is 
to inform definitely the one against 
whom it is made of the nature of the 
charges. 

[2] Section 1001 of the Public Util- 
ity Law provides for such formal com- 
plaints, and one of the requirements of 
this section is that there must be set 
forth the “act or thing done or omitted 
to be done by any public utility” in 
violation of law. 

The Pennsylvania superior court, in 
Armour Transp. Co. v. Public Utility 
Commission (1939) 138 Pa Super Ct 
243, 247, 10 A2d 86, stated: 

“In our opinion, § 1001 (of the 
Public Utility Law) clearly requires in 
the present case that a formal com- 
plaint in writing be made, setting forth 
with reasonable particuarly the viola- 
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tions of the utility laws or orders of the 
Commission promulgated thereunder. 
The very object of the complaint, of 
course, is to inform definitely the one 
against whom it is made of the nature 
of the charges. That is only fair. We 
cannot conceive of any other possible 
purpose of the section, and it is mean- 
ingless unless so construed.” (Italics 
supplied. ) 

The complaint now before us is 
clearly lacking in particulars of which 
the respondent is entitled to be in- 
formed so that he may have a reason- 
able opportunity to defend himself; 
therefore, 

It is ordered: That the motion of 
Don E. Weiss, t/a Indiana Delivery 
Service, for amplification of the al- 
legations of the complaint of Mc- 
Naughton Brothers, H. A. Orr and D. 
J. Fiscus is allowed, and the com- 
plainants are hereby ordered to file an 
amended complaint containing specific 
instances of alleged violations by the 
respondent of his certificate or of the 
Public Utility Law, together with the 
dates of said violations and the per- 
sons who were charged rates in excess 
of those provided in respondent's tariff 
or for whom services were performed 
beyond the scope of respondent’s cer- 
tificate. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Frank Zimmerman 


Eau Claire River Telephone Company 


2-U-2560 
February 28, 1948 


"Speen against telephone company’s refusal to serve; 
service ordered. 


Service, § 117 — Obligation to serve — Telephones. 
1. A telephone utility owes a duty to furnish service to any member of the 
public within its undertaking when demand for that service has been made, 
p. 155. 


Service, § 158 — Denial to nonstockholders — Telephones. 


2. A telephone company cannot lawfully or reasonably deny service to a per- 
son residing in its territory on the ground that he is not a stockholder, 
p. 155. 


Rates, § 252 — Schedules — Charges to nonstockholders — Telephones. 


3. A telephone company operating on a nonprofit basis may not charge a 
subscriber who is not a stockholder any more than lawfully filed rates; and 
if, as a result of its initiating service to nonstockholders, a rate increase is 
necessary, proper authorization from the Commission should be secured, 


p. 155 
> 


By the Commission: Frank Zim- APPEARANCES: Frank Zimmer- 


merman, Route 3, Antigo, Langlade 
county, residing in the town of Harri- 
son, Langlade county, informed the 
Commission on September 10, 1947, 
that the Eau Claire River Telephone 
Company had refused to install tele- 
phone service at the adjacent farm of 
his son, Irvin Zimmerman. The Eau 
Claire River Telephone Company is a 
switched-line telephone utility connect- 
ed to the Antigo exchange of the 
Langlade Telephone Company. 
Notice of investigation and hearing 
and assessment of cost was issued on 


December 16, 1947. 


man, complainant, Antigo, appeared 
in person; Gust Blemke, President, 
Antigo, for the Eau Claire River Tele- 
phone Company. 

On May 23, 1947, the Zimmermans 
purchased at public auction a farm 
which was owned by Perry Nolan and 
occupied by Frank Krall. They as- 
sumed at that time that they had pur- 
chased the right to obtain telephone 
service from the Eau Claire River Tel- 
ephone Company. Subsequently, they 
discovered that they had purchased the 
telephone instrument but not the share 
of stock in the Eau Claire River Tele- 
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phone Company owned by Frank 
Krall. Later Krall sold the share of 
stock to the utility in connection with 
the settlement of his final account. The 
Eau Claire River Telephone Company 
has dismantled a stub line connecting 
the Irvin Zimmerman farm with the 
main line of the Eau Claire River Tel- 
ephone Company for a distance of 
about three-fourths of a mile. Irvin 
Zimmerman was informed that he 
could not obtain the reéstablishment of 
telephone service until such time as he 
was able to obtain a share of stock in 
the Eau Claire River Telephone Com- 
pany. Such stock has been unavail- 
able. 

The Eau Claire River Telephone 
Company submitted testimony indicat- 
ing that its circuits are loaded with as 
many customers as are allowed by the 
Langlade Telephone Company. It ap- 
pears that the Langlade Telephone 
Company restricts the number of cus- 
tomers on a switched line to not more 
than twelve. The Eau Claire River 
Telephone Company is a corporation 
organized under the laws of the state 
of Wisconsin and in accordance with 
its bylaws, will not serve nonstock- 
holders. 


[1] As it is apparent that the Eau 
Claire River Telephone Company is 
a public utility, we conclude that it 
owes a duty to furnish its telephone 
service to any member of the public 
within its undertaking when demand 
for that service has been made. Irvin 
Zimmerman is a member of the public 
and has made such demand and is, 
therefore, entitled to receive service. 

[2] There remains, however, a ques- 
tion of rates and terms and conditions 
under which service to Irvin Zimmer- 
man by the Eau Claire River Tele- 
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phone Company should be furnished. 
He is not a member of the corporation 
although he has indicated his willing- 
ness to become such a member if that 
is possible. The evidence indicates 
that Mr. Zimmerman has been unable 
to find any owner of a share of stock 
in the corporation who is willing to 
dispose of it to him. However, the 
utility cannot lawfully or reasonably 
deny service to Zimmerman upon the 
ground that he is not a stockholder. 

[3] An examination of the rates 
filed and charged by the Eau Claire 
River Telephone Company indicates 
that it has attempted to operate vir- 
tually on a nonprofit basis. Mr. Zim- 
merman, as a subscriber, is entitled to 
receive service at the utility’s present 
lawfully filed rates. If, as a result of 
serving nonstockholders, the utility 
wishes to revise its rates, it may do so 
by securing proper authorization from 
the Commission. 

So far as the terms and conditions 
under which service should be given 
are concerned, it appears that Mr. Zim- 
merman is able and willing to provide 
the wire and poles necessary to con- 
nect the wires of the company from the 
highway with a station or instrument 
owned by him in his premises. Since 
Mr. Zimmerman is willing to do this, 
we see no reason why the utility should 
not be required to furnish service to 
him. 


The Commission finds: 

That public convenience and neces- 
sity require the extension by the Eau 
Claire River Telephone Company of 
its telephone lines to serve the premises 
of Irvin Zimmerman in the town of 
Harrison, Langlade county, said Irvin 
Zimmerman to furnish the necessary 
wire, poles, and instrument to connect 
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a line on the highway in front of his 
residence, the rates charged to be 
those filed with the Commission by 
the Eau Claire River Telephone Com- 
pany. 

The Commission 
cludes : 


therefore con- 


That an order should issue direct- 
ing the Eau Claire River Telephone 
Company to extend its lines to serve 
the premises of Irvin Zimmerman in 
the town of Harrison, Langlade coun- 
ty, in accordance with the foregoing 
findings of fact. 





NEW YORK SUPREME COURT, APPELLATE DIVISION, 
SECOND DEPARTMENT 


Ten Ten Lincoln Place, Incorporated 


Consolidated Edison Company of New York, 
Incorporated 


273 App Div 903, 77 NYS2d 168 
March 8, 1948 


PPEAL from judgment dismissing complaint by owner of 
A apartment house for declaratory judgment as to discrimi- 
nation in electric rates; affirmed. For lower court decision, 

see (1947) 190 Misc 174, 69 PUR NS 108, 73 NYS2d 2. 


Discrimination, § 7 — Jurisdiction of court — Exclusive jurisdiction of Commis- 


sion. 


The question whether service classifications in a filed tariff schedule or 
rate schedule are discriminatory, violative of the Public Service Law, the 
common law, and the Constitutions of the United States and the state must 
be passed upon by the Commission in the first instance and not by the 


courts. 


Before Lewis, PJ., and Carswell, 
Johnston, Adel, and Sneed, JJ. 


APPEARANCES: Morway Picket, 
of New York city (Harold J. Treanor, 
of New York city, on the brief), for 
appellant; Jacob H. Goetz, of New 
York city (Robert G. Miller, of New 
York city, on the brief), for respond- 
ent. 
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Memorandum by the Court: In 
an action for judgment declaring that 
defendant’s service classifications in 
its filed tariff schedule or rate schedule 
are discriminatory, violative of the 
Public Service Law, the common law 
and the Constitutions of the United 
States and the state of New York, 
judgment dismissing the complaint 
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TEN TEN LINCOLN PL., INC. v. 


unanimously affirmed, with $10 costs 
and disbursements. 






serve In our opinion the issues presented 
an in must be passed upon by the Public 
coun- Service Commission in the first in- 
yoing stance and not by the courts. Leitner 








v. New York Teleph. Co. (1938) 277 
NY 180, 24 PUR NS 289, 13 NE2d 
763; Purcell v. New York C. R. Co. 
(1935) 268 NY 164, 10 PURNS 
400, 197 NE 182; Murray v. New 
York Teleph. Co. (1915) 170 App 








CONSOL. ED. CO. OF N. Y., INC. 


Div 17, 156 NYS 151, affirmed 
(1919) 226 NY 590, 123 NE 879; 
U. S. Light & Heat Corp. v. Niagara 
Falls Gas & E. L. Co. PURI931B 
127, 47 F2d 567; People ex rel. Pub- 
lic Service Commission v. New York 
Teleph. Co. (1941) 262 App Div 440, 
40 PURNS 511, 29 NYS2d 513, af- 
firmed (1942) 287 NY 803, 40 NE2d 
1020; Pennsylvania R. Co. v. Puritan 
Coal Mining Co. (1915) 237 US 121, 
131, 59 L ed 867, 35 S Ct 484. 
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Rates, § 351 — Electric — Commercial 


The cost of providing service to 
same as to residential customers 







will reasonably permit. 






By the Commission: The above- 
styled petition was filed with the Com- 
mission on March 23, 1948. 

The Commission has been, and is 
now, of the opinion that the cost of 
providing service to the small com- 
mercial customer is about the same as 
to the residential customer with like 
usage, and that the rates for residen- 
tial service and for general service 
should be the same for small usage, 
and further should be as close for 
larger usages as earnings of petitioner 

* would reasonably permit. A number 












ALABAMA PUBLIC SERVICE COMMISSION 


Re Alabama Power Company 


Non-Docket 1485 






9, 1948 


ETITION for revision of electric rate schedules; schedules re- 


and residential customers. 
small commercial customers is about the 
for like usage, and rates for residential 


service and for general service should be the same for small usage, and 
further should be as close for larger usages as earnings of an electric utility 


¥ 
of conferences have been held between 
the Commission and representatives of 
petitioner with this in view, and as a 
result petitioner has agreed to adjust 
its present general service rates “C-8” 
and “C-9” to accomplish that purpose, 
and has filed herein its revised rates 
“C-10” and “C-11” to be effective 
for bills rendered May 1, 1948, and 
thereafter, and which will apply to 
service rendered on and after March 
25, 1948. Said revised schedules will 
provide the same rates for “general 
service” as for urban residential service 
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up through monthly consumptions of 
80 kilowatt hours and materially re- 
duce the existing differentials between 
said general service and residential 
service rates for all monthly consump- 
tions over 80 kilowatt hours to com- 
mercial and general customers having 
less than 14 kilowatt demand. It is 
estimated that the adjustment provid- 
ed by the said revised schedules will 
effect an over-all annual savings of 
about $360,000 in cost of service to 
such customers numbering over 25,- 
800 and consisting of over 92 per cent 
of petitioner’s general service cus- 
tomers. 

During the course of said confer- 
ences petitioner, at the suggestion of 
the Commission, agreed to, and has 
filed herein for approval, a revision of 
its Special Rules governing applica- 
tion of Rural Service Rate “E-7” so 
as to provide that in transferring rural 
customers on any rural line to urban 
rates, any such customers who would 
be increased by application of the ur- 
ban general service rate, will be con- 
tinued at the rural rate until such time 
as said customer can be transferred to 
the said urban rate without being ad- 
versely affected. The revised rules 
are made retroactive to include the 
general service customers whose bills 
have been increased by the change 
to the urban rate service since the ef- 
fective date of Rate “E-7” which 
was November 1, 1945. Such cus- 
tomers will be transferred back to the 
rural rate and appropriate adjustments 
will be made in their bills rendered 
since the rates were changed. 

The Commission has given consid- 
eration to the petition and supporting 
data submitted in support thereof, and 
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is of the opinion, and finds, that said 
petition should be, and will be in all 
respects granted. 

The premises considered : 

It is ordered, that the petition here- 
in filed by Alabama Power Company 
on March 23, 1948, be and it is here- 
by granted, and that 

(1) Rate Schedules “C-10” and 
“C-11,” attached hereto and made a 
part hereof as Exhibits 1 and 2, re- 
spectively, be and they are hereby pre- 
scribed for application to all bills dated 
May 1, 1948, and thereafter, covering 
general service rendered to customers 
of Alabama Power Company on and 
after March 25, 1948, and 


(2) Alabama Power Company’s 


Special Rules governing application of 
Rate “E-7” be and they are hereby 
revised and supplemented so that § II 


of said Special Rules contain a new 
and additional paragraph, designated 
“C” to be effective as of November 
1, 1945, to read as follows: 

“In transferring rural consumers 
on any rural line from rural to urban 
rates, any such consumer whose bill- 
ing would be increased by application 
of the urban general service rate will 
be continued at the rural rate until such 
time that the service requirements of 
any such consumer changes to the ex- 
tent that his billing would not be in- 
creased by the application of the ur- 
ban general service rate.” (Effective 
date of Paragraph C, November 1, 
1945.) 

Jurisdiction in this cause is hereby 
retained for such other or further or- 
der or orders as the Commission may 
find just, reasonable, and necessary in 
the premises. 
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RE ALABAMA POWER CO. 


Exhibit 1 
RATE “C-10” 
URBAN GENERAL SERVICE 
Availability 
Available in all communities served 
from the interconnected system of the 


company, except for service rendered 
from rural lines. 


Applicability 


Applicable for commercial or gen- 
eral service, other than service used 
exclusively for family residential pur- 
poses, where the consumer’s entire 
electrical requirements are furnished 
by the company and amount to less 
than 4 kilovolt amperes of capacity re- 
quirements. Service to more than one 
premises shall not be combined. Serv- 
ice provided hereunder shall not be 
shared with nor resold to others. Serv- 
ice hereunder shall be subject to the 
additional terms and conditions set 
forth in Special Rules and Regulations 
of the company governing application 
of this rate. 


Character of Service 


Single- or 3-phase service at the 
nominal secondary voltages of 120/ 
240 volts; and direct current service 
to consumers now provided with such 
service and only to the extent now pro- 
vided to each such consumer. 


Monthly Rate 

3.75¢ per kw. hr. 
plus 

3.00¢ per kw. hr. 
plus 

2.50¢ per kw. hr. 

plus 
. for the next 1180 kw. hr.; 


2.00¢ per kw. 
. for all over 1500 kw. hr. 


40 kw. hr.; 
for the next 40 kw. hr.; 
for the next 240 kw. hr.; 


for the first 


plus 
1,00¢ per kw. 


159 


Minimum Bill 
The monthly minimum bill shall be 


75 cents. 
Payment 


Bills for service rendered hereunder 
are payable within ten days from due 
date, and if not paid within such pe- 
riod become delinquent and subject 
to charges as set forth in the com- 
pany’s Rules and Regulations. 


Direct Current 


Where the consumer uses direct 
current, such direct current shall be 
considered as a separate consumer and 
rates hereinabove stated, plus 10 per 
cent, shall apply thereto. No direct 
current service will be furnished ex- 
cept to existing consumers for their 
presently connected direct current mo- 


tors. 
Exhibit 2 


RATE “C-11” 
URBAN GENERAL SERVICE 
Availability 
Available in all communities served 
from the interconnected system of the 


company, except for service rendered 
from rural lines. 
Applicability 

Applicable for commercial or general 
service, other than service used ex- 
clusively for family residential pur- 
poses and service to large industrial 
consumers where the consumer’s en- 
tire electric service is furnished by the 
company and amounts to 4 kilovolt 
amperes or more of capacity require- 
ments. Service to more than one 
premises shall not be combined nor 
shared with or resold to others. Serv- 
ice hereunder shall be subject to the 
additional terms and conditions set 
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forth in Special Rules and Regulations 
of the company governing application 
of this rate. 


Character of Service 

Single- or 3-phase service at the 
nominal secondary voltages of 120/ 
240 volts or the available primary volt- 
age of the local distribution lines ; and 
direct current service to consumers 
now provided with such service and 
only to the extent now provided to 
each such consumer. 


Monthly Rate 
3.75¢ per kw. hr. for the first 40 kw. hr.; 


plus 
3.00¢ per kw. hr. for the next 40 kw. hr.; 


| ny 

2. = per kw. hr. for the next 3880 kw. hr.; 
plus 

2.00¢ per kw. hr. for all in excess of above. 


Whenever the capacity requirements are in 
excess of 4 kilovolt amperes the number of 
kilowatt hours billed at 3 cents a kilowatt hour 
will be increased by 120 kilowatt hours per 
kilovolt amperes for the next 6 kilovolt am- 
peres; plus 80 kilowatt hours per kilovolt 
amperes for the next 4 kilovolt amperes. 

Provided, however, that for all kilowatt 
hours in excess of 80 kilowatt hours per kilo- 
volt amperes of capacity requirements the rate 
will be: 
2.0¢ per kw. hr. for the first 120 kw. hr. per 

kv. of such excess; plus 
1.0¢ per kw. hr. for all over 200 kw. hr. per 

kv. of the capacity requirements. 
Determination of Capacity 
Requirements 

The consumer’s capacity require- 
ments shall be the maximum measured 
capacity in kilovolt amperes (or at the 
company’s option in kilowatts when- 
ever consumer’s power factor is not 
below 85 per cent lagging, as provided 
in Special Rules and Regulations of 
the company governing application of 
this rate) for the current month, pro- 
vided, however, that for billing pur- 
poses such capacity requirements shall 
be taken at not less than 75 per cent of 
the maximum capacity requirements 


during any of the eleven preceding 
months, nor less than 4 kilovolt am- 
peres (or 4 kilowatts). Meters for 
measuring the consumer’s maximum 
capacity requirements over a 15-min- 
ute period shall be installed by the 
company. 
Primary Service 

For service hereunder that is ren- 
dered and metered at the available pri- 
mary voltage, a deduction of 5 per cent 
from the above rates will be made, ex- 
cept that no deduction shall be made 
for such service required by special 
rules to be furnished at primary volt- 
age only. 


Minimum Bill 


In consideration of the readiness of 
the company to furnish such service, 
each consumer shall pay a monthly bill 
of not less than 75 cents plus $1.50 
per kilovolt ampere (or kilowatt, at 
the company’s option as above pro- ° 
vided) of capacity requirements in ex- 
cess of 5 kilovolt amperes. 


Payment 
Bills for service rendered hereunder 
are payable within ten days from due 
date, and if not paid within such pe- 
riod become delinquent and subject to 
charges as set forth in the company’s 
Rules and Regulations. 


Direct Current 

Where the consumer uses direct 
current, such direct current service 
shall be considered as a_ separate 
consumer and rates hereinabove stat- 
ed, plus 10 per cent, shall apply there- 
to. No direct current service will be 
furnished except to existing consumers 
for their presently connected direct 
current motors. 
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Industrial Progress 


_ A digest of information on new construction by pri- 
vately managed utilities; similar information relaiin, ng 
to government owned utilities ; news concerning pro 
ucts, supplies and services offered by manufacturers; 

also notices ef changes in personnel. 


Ohio Edison Has Large 
Expansion Program 


Tr HE construction program of the Ohio Edi- 
son Company and its subsidiary, Pennsyl- 
vania Power Company is set at more than 
$20,700,000 this year and at an additional $17,- 
500,000 fer 1949, 

This program will give the system a widen- 
ing margin of plant capacity over demand, 
starting this coming fall. Next November a 
new 44,000 kw. unit is scheduled for operation 
at the Gorge plant and, at about the same time, 
a 23,000 kw. unit will start up at the Spring- 
field station. Cost of these two units is esti- 
mated at about $5,000,000 and $4,000,000, re- 
spectively. 

Two new units of 60,000 kw. each are to go 
into the Toronto plant at a cost of $12,250,000, 
the first in the fall of 1949 and the second in 
the spring of 1950. 

Another 60,000 kw, unit to cost an estimated 
$6,500,000 also will be put into operation by 
1951. 

These additions will make generating plant 
capacity by 1951 about 42 per cent above the 
past year-end, 


Home Gas Co. to Spend 
$800,000 on Expansion 


N order to bring an increased supply of gas 

to many Southern Tier Communities, 
Home Gas Company is investing about $800,- 
000 to lay nearly 30 miles of new high pressure 
natural gas pipe line between Hancock and 
Cochecton, New York. 

\ccording to gas company officials, the new 
pipe line will eliminate a bottleneck in the Han- 
cock-Cochecton area, The $800,000 investment 
is being made at this time since large quantities 
of natural gas must be moved in a generally 
westward direction from Port Jervis towards 
the Binghamton area, and to the company ’s 
Dundee underground storage reservoir. 


G. & E. Conducts Exposure 
Tests on Gas Holders 


i: the quest for more durable coatings which 
will reduce the frequency of repainting 
their gas holders, engineers of The Pacific Gas 
and Electric Company have been engaged since 
1942 with an exhaustive series of exposure 
tests, which provided for immersion of coated 
steel panels (each half exposed, half sub- 
merged) for a five-year period in two tanks. 
One contained sea water, the other held fresh 
water. 

Panels had been spray-coated with a special 


water-repellant, weather- resistant compound 
called “Dum Dum for Metal,” which was de- 
veloped by The Arco Company, Cleveland and 
Los Angeles. When panels were removed re- 
cently from their prolonged bath, inspection 
showed that their protective skin remained 
unbroken, preventing corrosion from getting a 
start. 

To corroborate these test results on a prac- 
tical field application basis, P. G. and E. then 
reconditioned two gas holders at Fresno, Based 
on their observations extending well over a 
year now, engineers of the company report that 
these two field applications reflect the same 
effective weathering characteristics previously 
indicated by preliminary test samples. Ex- 
posure history of these installations in the next 
few years, add Pacific Gas and Electric engi- 
neers, will continue to hold considerable in- 
terest to gas utility maintenance forces, 


Ohio Fuel Gas to Expand 

HE Ohio Fuel Gas Company, Columbus, 

Ohio, has been authorized to construct fa- 
cilities to replace existing lines in order to pro- 








This Sherman Lug 
Is Made to Handle 


HEAVY 
LOADS 


Specify 
Sherman 


@ Wrought 
Terminals 


Here is a pe Om duty wrought soe 
per lug with t 


strength, weight 
and construction to do the hard 
jobs—handle big loads. Precision 
made, e from defects, with 
FLAT contact surfaces. For trans- 
formers, circuit breakers .a 
heavy duty electrical couipenent. 


Sherman iicory duty toss 


H. B. SHERMAN MFG. CO., Battle Creek, Michigan 
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for the wrenches make the Penn-Union 
connector more practical—you grip it 
from ANY angle, with ANY kind of 


wrench (box, socket or open-end). 


If you have ever spliced wires and cables 
in real mean locations, you probably are 
a strong “booster” for Penn-Union Con- 
nectors— 


Because you know how much easier they 
are to use in close quarters: Working up 
against a wall . . . squeezing into small 
boxes, to join short ends of stiff wire... 
reaching around pipes, and splicing wires 
in dark holes where you can hardly see. 


Developed by 20 years of constant im- 
provement. Accurately made, with rigid 
engineering inspection. Re-usable over 
and over. Can be furnished in Bronze 
or Aluminum. 


Sold by Leading Wholesalers 


PENN-UNION ELECTRIC CORP., ERIE, PA. 
The COMPLETE Line of Conductor Fittings 


PENN-UNION 


CONDUCTOR ee ee oe Se) 





vide increased natural gas transmission capac- 
ity for the Marion and Lima, Ohio, markets, 
Cost of the project has been estimated at $2. 
986,250 but this sum may be reduced by the 
amount of salvage of the lines to be replaced, 

Facilities authorized include about 97 miles 
of transmission pipe line between Ohio Fuel’s 
Treat compressor station in Licking county 
and the existing connection with West Ohio 
Gas Company in Allen county supplying the 
markets of Lima, Kenton, Delphos, Ottawa, 
Leipsic, and other communities. In addition 
laterals will be constructed for service to 
Marion, Kirkpatrick, McGuffey, and Kenton. 


Reference Dial Indicates Safety 
Hazards and Preventatives 


pF new Davis Safety Aid Dial introduced 
by Davis Emergency Equipment Company, 
Inc., 45 Halleck street, Newark 4, New Jersey, 
manufacturers of safety equipment, gas 
analysis, and gas alarm equipment is a ready 
reference and aid to any one connected with 
safety. It gives safety men a quick reference 
for many of the daily hazard problems, 

There are two sides to the Dial. The opera- 
tion side covers the following : 45 different me- 
chanical operations in industry; Suggested 
head, eye, and face protection for each opera- 
tion; body protection for each operation; and 
respiratory protection for each operation. 

If in any operation, some harmful substance 
might be used,’ an mdication is given which 
refers to the other side of the chart where 
substances are listed. 

The substance side lists 55 different fumes, 
vapors, gases, dusts, etc., and gives the follow- 
ing information about each : Probable safe con- 
centration for an 8 hour exposure; suggested 
protection and control measures; usual meth- 
od of entrance to the body; flash point; and 
lower explosive limit. 

There are, in addition, a canister color chart 
and a listing of the uses and limits of various 
types of gas protective equipment. 


Catalogs and Bulletins 


Electric Machinery Mfg. Co. 

“Precision Speed Control for Boiler Draft 
Fans with the Regutron Controlled Magnetic 
Drive” is the subject of booklet No. 4400-TEC- 
1078, issued by Electric Machinery Mfg. Com- 
pany, Minneapolis 13, Minnesota. The booklet 
discusses principles of operation with graphs, 
diagrams, and installation pictures and de- 
scribes how adjustable speed magnetic drive 
with Regutron control provides wide range, 
smooth, precise, rapid, and dependable speed 
control. 


Davey Compressor Co. : 
Publication of bulletin E-215-B descriptive 
of the new departmental system of industrial 
air compressor operation is announced by 
Davey Compressor Company, Kent, Ohio. 
The bulletin is in the form of an article by 
Paul H. Davey, company president, and de- 
scribes departmental installations in detail. It 
also compares the departmental plan with con- 
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BOILERS to Meet YOUR Needs 


PRINGFIELD builds boilers in a wide fabrication, and erection of units complete 

Fuel’s variety of sizes and types to meet mod-__ with firing, draft, and control equipment 
county ern utility plant needs. Springfield in- —all taken under a “Single Responsi- 
- Ohio stallations include outstanding high pres- _ bility” contract. We will be glad to submit 
= ss sure, high temperature designs in large proposals covering your requirements. 
dition central stations as well as smaller units Write to our main office in Springfield, or 
for outlying stations and standby service. see your nearest Springfield representa- 


ice to . . . . 
enton. Springfield service includes the design, tive. Descriptive literature on request. 


fety 
S 


duced 
pany, 
ersey, 
as 
ready 
with 
rence 


pera- 
t me- 
ested 
pera- 
; and 
n. 
tance 
hich 
here 
mes, 


low- 
con- 


sted BENT TUBE BOILERS 
eth- For maximum efficiency in minimum space! 
and Carefully balanced Springfield designs built to give 


extra values in performance and dependability e STRAIGHT TUBE BOILERS 


hart Water cooled furnace. Gas flow distributed uniformly G i 
ious across width of unit. Dry steam. Minimum superheat 8 = design preferred by many a 
variation over wide load range. Built in any capa- 'g overload capacity; quick response ae — 
, High availability; less outage. Every quality feature 
city from 10,000 Ibs. up. . ° 4 . 
you want in a boiler. Specially designed for cap- 
acities to 450,000 Ibs. per hour and higher. Spring- 
field patented center water wall construction 
available for large units. 


© TYPE M STANDARDIZED BOILERS 


Standardized for quicker delivery 
.. lower cost. 12 sizes to choose from, ranging 
from 6,000 to 17,000 Ibs. per hour. Built 
like a‘’BIG PLANT” boiler—for the smaller 
plants! Water-cooled furnaces — all of 
Springfield's finest quality features. 


CO. 


1960 E. Capitol Ave. Springfield, Illinois 


Worldwide Sales and Service 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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ventional centralized systems and lists the ad- 
vantages of each. 


Turco Products, Inc. 

Turco Products, Inc., has issued a booklet 
entitled, “How to Cut Automotive Cleaning 
Time and Costs.” 

Departmental cleaning problems are segre- 
gated so that the booklet will be of interest to 
fleet and bus operators, service managers, and 
car dealers alike. Subjects covered include en- 
gine and chassis cleaning, rust and scale re- 
moval, body washing and care, preparation for 
painting and paint removal, and general shop 
and building maintenance. 

Copies may be obtained by writing Turco 
Products, Inc., 6135 South Central avenue, Los 
Angeles 1, California. 


Allis-Chalmers Mfg. Co. 

Allis-Chalmers large induction motors of 
the squirrel cage wound rotor, bracket bear- 
ing and pedestal bearing types are described 
in a new 24-page bulletin released by the 
company, 

The bulletin charts electrical characteristics, 
representative full load power factors, and ap- 
proximate range of starting torques of squirrel 
cage motors larger than 200 hp. A motor se- 
lection chart shows approximate range of 
standard -open, 40 ° C rise, continuous rated 
Allis-Chalmers motors with ranges for both 
bracket and pedestal bearing types. 

Strator, rotor, and bearing construction of 
the motors is described, along with some com- 
mon special features which can be provided 
with mechanical modifications to suit particu- 
lar applications. 

Copies of the bulletin, 05B6132A, are avail- 
able upon request from Allis-Chalmers Mfg. 
Company, Milwaukee 1, Wisconsin. 


Hagan Corporation 
Ring Balance mechanical flow meters, Series 
2200-2600, are described and illustrated in de- 
tail with photographs, diagrams, and data on 
dimensions and capacities in a new 12-page bul- 
letin designated 2M48 by the manufacturer, 
Hagan Corporation, 323 Fourth avenue, Pitts- 
burgh. 
The bulletin, which succeeds one identified 
2M47, describes the ring balance principle 
of operation, which is said to be unique in 
that it maintains high accuracy at low flows. 
Among other reported features are ease of ad- 
justment, recalibration by dead-weight method 
or by a water column, high accuracy and elimi- 
nation of over-range-operation troubles, for 
both low pressure (Series 2200) and high 
pressure (Series 2600) flow meters of this line. 
Models manufactured include recording and 
indicating flow meters, indicating-integrating 
flow meters, steam flow-air flow boiler meters, 
dual-type meters and units for special appli- 
cations. 


Dravo Corporation 

More than 50 years of activity in the field 
of power plant and pumpin machinery 
installation for public utilities, steel mills, wa- 
terworks, and industrial facilities are featured 
in a new booklet just published by Dravo Cor- 
poration, Pittsburgh. 


The ,publication traces the history of the 
corporation back to 1891 when F. R. Dravo 
opened a sales agency in Pittsburgh for steam 
and power plant equipment. As the agency 
progressed, it undertook installation of the 
machinery and equipment, which ultimately led 
to formation of company divisions for the 
building of foundations, the production of 
sand and gravel, and the manufacture of con- 
struction equipment. Activities in the power 
plant field also resulted in the development and 
manufacture by Dravo of space heating and 
air conditioning equipment. 

As the demand for products and services of 
associated Dravo interests increased, all activi- 
ties were integrated and Dravo Corporation 
was formed in 1930. The booklet also describes 
the role of Dravo as a river fleet operator and 
designer and builder of towboats, barges, and 
other marine equipment. 


Personnel Changes 


Bendix Home Appliances, Inc. 

Parker H. Ericksen’s appointment as direc- 
tor of sales for Bendix Home Appliances, Inc., 
was announced recently by Judson S. Sayre, 
president. He succeeds W. F. Linville, who 
resigned recently. 


Ebasco Services Incorporated 

R. E. Pierce has been appointed consulting 
electrical engineer by Ebasco Services Incor- 
porated, New York firm of engineers, construc- 
tors, and business consultants, according to a 
recent announcement. He will be in charge of 
the electrical engineering staff. 


The Gas Machinery Company 

The appointment of Ross C. Cornish as con- 
sulting engineer and Robert Kyle as gas sales 
engineer, has been announced by The Gas Ma- 
chinery Company, Cleveland, Ohio. 

Mr. Cornish has been connected with the gas 
business for over fifty years, having been as- 
sociated with The American Gas Company, 
The United Gas Improvement Company, and 
Semet-Solvay Engineering Corporation. 

Prior to his connection with The Gas Ma- 
chinery Company, Mr. Kyle was associated 
with Consolidated Gas, Electric Light & Power 
Company of Baltimore, the American Gas As- 
sociation Laboratories, General Controls Com- 
pany, and the Iroquois Gas Corporation. 


Allis-Chalmers Mfg. Co. 

R. N. Miers has been named manager of the 
sales section of the Allis-Chalmers steam tur- 
bine department, according to an announce- 
ment by William A. Yost, Jr., department man- 
ager. He succeeds W. F. Daly, who has been 
appointed manager of the company’s Cincin- 
nati office. 

Appointment of heads of three groups with- 
in the sales section of the steam turbine de- 
partment have also been announced as follows: 

C. W. Bloedorn, turbines and turbine-gen- 
erator units 10,000 kw. and larger; W. R. 
Murley, turbines and turbine-generator units 
below 10,000 kw., and Arthur Mergy, over-all 
studies and projects of a special nature not 
within the scope of the other two groups. 
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Only Dodge gives you all these features 


Better Weight Distribution 


By moving the front axle back, and the 
engine forward, more load is carried on 
the front axle, giving much better weight 
distribution, with ability to haul more 
payload. 


Shorter Turning Diameters 


You can turn in much smaller circles, both 
right and left, because of a new type of 
“cross-steering,”” plus shorter wheelbases 
and wider tread front axles. 


More Comfort and Safety 


1. Plenty of headroom. 


irec- 
Inc., 2. Steering wheel right in the driver’s lap. 
iyre, 


wie, 3. Natural, adjustable back support. 


Proper leg support. 
Chair-height seats. 
7-inch seat adjustment. 


‘**Air-O-Ride” cushions, adjustable to 
weight of driver and road conditions. 








WITH THE TRUCK THATS 


truck that fits your job . . 
s longer. It’s easy to see why. 


. Saves money, and 


f your truck is too dig, you waste gas and oil 
arrying around unnecessary weight. If it’s 
0 small, breakdowns run up excessive 
naintenance costs. 


There’s no need to drive expensive “misfits.” 
Go to your nearest Dodge dealer. Tell him 
what you haul, how much it weighs, and 
where you haul it. He will then recommend a 
Dodge ‘“‘Job-Rated’” truck specifically engi- 
neered and built . . . to fit your job. 


Such a truck will have “‘Job-Rated” power . 
the right one of seven great truck engines. It 
will have exactly the right clutch, pues 5 <o 
rear axle . . . and every other unit . . . to haul 
your loads over your roads. 


In all, there are 248 basic “‘Job-Rated’’ chassis 
and body models, engineered for gross vehicle 
weights up to 23,000 lbs., gross train weights 
up to 40,000 Ibs. 


ONLY DODGE BuilDS tem” TRUCKS 


wer 
1 RUCKS 


FIT THE JOB... SAVE MONEY 
LAST LONGER 
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\w | a 
Annval Subscription 
Price 


$43.50 


PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics, 


PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 
dealing with the problems of 
utility regulation. Five vol. 
umes a year—$7.50 each. 
Annual Index—$6. 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, anoly- 
ses and explanations of day- 
to-day developments. 


$15 
Twenty-Six 
Issues a Year 








The 


P.U.R. 


Cumulative 


DIGEST 


only complete and authorite- 


tive encyclopedia of Public Service 


law and Regulation. 


A life-time 


Digest,; kept up-to-date by annvol 
supplements. 








P.U.R. EXECUTIVE 
Information 
Service 


A Weekly Letter from the Na- 
tion's Capital, highlighting im- 
portant happenings, trends and 
policies. Reading time: 20 
minutes. 








FEDERAL UTILITY REGULATION ANNOTATED 


$25 Qvorterly 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issved 
twice each month. 


Current Services 


FPC 


A brief and pointed digest of 
the administrative rulings of 
the Federt! Power Commission 
under the Federal Power Act 
ond the Natural Gas Act. Is- 
sved once ‘each month. 








y — 


FEDERAL UTILITY REGULATION ANNOTATED 


Price: $12 


VOL. 1 (SEC) 


A complete annotation of the 
Public Utility Holding Compony 
Act, with the Commission's rules 
and regulations, full index and 
periodical upkeep supplements. 


VOL. 2 (FPC) 


A complete annotation of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep suppiements. 


Price: $15.50 








7 P.U.R. 
Question Sheets 
Twenty-Six Issues Annually $10 


Ten brief questions on 


up-to-date 


problems, answered by the commis- 


sions and courts. 


An easy woy for a 


busy mon to keep informed on current 


utility regulation. 





Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


MUNSEY BUILDING 


PUBLISHERS 


WASHINGTON 4, D. C. 
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*/CLEVELANDS @. 


MAKE YOU MONEY FROM THE worD GO 
ON YOUR TRENCHING JOBS... 


GAS 
WATER 
i) m SEWER 
m CONDUIT 
Se W CABLE 
“Se Wl DRAINAGE 


| @ BUILDING 
| FOUNDATIONS 


Re 


Because- CLEVELANDS’ Dependability —Versatility Speed —Power— 
Stamina—Mobility and Ease of Control assure maximum perform- 
ance day after day under every conceivable condition of soil and 
terrain. You'll find too that CLEVELANDS’ low fuel and maintenance 
costs add to their all ‘round value. From the profit angle you'll 

certainly find CLEVELANDS a top investment. 


~e- 
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MEMO TO PRESIDENTS | 
WHO WATCHED 
THE BAND GO BY! 


H™: ONE parade that isn’t “all over 
but the shouting” after the band has 
passed. It’s the Payroll Savings Plan for 
the regular purchase of U. S. Security 
Bonds by employees. Right now thousands 
of companies are putting additional push 
behind their Payroll Savings Plans. Man- 
agements of many companies that have not 
yet participated are now installing the Plan. 

Every $3 invested in Security Bonds 
pay $4 at maturity. Personnel records in 
plants with active P.S.P. programs show 
improved employee attitudes—evidenced 
by less absenteeism and fewer accidents — 
as the individual's security grows with 
Bond purchases. And every Bond dollar 
built up in the Treasury retires a dollar 
of the national debt that is potentially 
inflationary. 

Take action now! Call your Treasury 
Department's State Director, Savings 
Bonds Division, and ask for the material 
that helps to get a Payroll Plan started or 
to keep it rolling. 





The Treasury Department acknowledges with appreciation the publication of this message by 


Pusric Utitiries FortTNIGHTLY 


This is an official U. S. Treasury advertisement prepared under the auspices of 
the Treasury Department and the Advertising Council, 
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THE PROBLEM: 


If the full safety factor is to be maintained in 
piping, then any weight transfer stresses caused 
by vertical movement of piping due to expansion 
or contraction, load change, surge or vibration 
must be eliminated, Diagram illustrates this 
problem—if pipe hangers “H” do not support 
full weight of the piping “P” in both cold posi- 
tion “1” and hot position “2”, then dangerous 
stresses may result at connections “C”. 











Main steam line at Hell Gate Station of Con- 
solidated Edison Company is provided con- 


stant support by Grinnell Constant-Support 
Hangers. 









Are Weight Transfer Stresses 
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Provide constant support to the piping through- 
out the entire range of vertical movement with 
Grinnell Constant-Support Hangers—the only 
constant support hangers. A lever, turning on the 
main pivot, balances the weight of a vertically 
shifting load because the change in moment arm 
with lever rotation is such that the product of 
the moment arm and the spring force is always 
constant and equal to the weight of the piping. 


GRINNELL CONSTANT-SUPPORT HANGERS — 
the ONLY Constant-Support Hangers 
FEATURES: 

@ Constant om ig of 
piping in all “Hot” 
and “Cold” positions. 

@ Full safety factor of 
the supported system 
is always maintained. 
Non-resonant, energy 
absorbing. 
Mass-produced from 
standard precision 
parts. 

Individually calibrated 
for each installation. 
load-adjustment fea- 
tures incorporated into @ Minimum headroom 
the design. required. 

Write for data book containing complete details. 


@ Three models meet en- 
tire range of load- 
travel specifications. 


GRINNELL COMPANY, INC 


> 


PIPING 


WHENEVER 
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FEDERAL UTILITY REGULATION ANNOTATED 


(FURA) 


The Public Utility Holding 
Company Act of 1935 
as administered by the 
Securities and Exchange Commission 





A Section by Section Treatment 
of the Act, with 
(1) SEC Rules 


(2) Commission and Court de- 
cisions 
(3) Supplemental notes 





OTHER FEATURES: Historical introdue- 
tion, personnel of the Commission, complete 
alphabetical list of subsidiaries of holding 
company systems, rules of practice, compre- 
hensive subject index, annual upkeep pocket 
supplements. Price, $12.00. 


AND TO KEEP YOU MORE CLOSELY INFORMED: 
FURA - CURRENT SERVICE = SEC 


A continuing record issued twice a month, with special issues as required. 








Summaries and analyses of commission and court decisions 
Special studies of financial aspects, policies and practices 
Comments upon observable regulatory trends and tendencies 
References to and excerpts from addresses by members and staff 
Brief reviews of pertinent articles in periodical literature 

Notes on legislative proposals and congressional debates 
Guides to collateral material of interpretative or suggestive value 
— information clarifying or expounding the Commis- 
sion’s wo 


Subscription price $25 a quarter, including convenient binder and 
periodical index. 





PUBLIC UTILITIES REPORTS, INC. 
309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 
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NEWPORT NEWS 
MECHANICAL 
RACK RAKE 


Te Newport News Mechani- 
cal Rack Rake is a power-operated 
rake for cleaning trash racks at wa- 
ter intakes for hydroelectric plants, 
steam plants, pumping stations, ca- 
nals and similar installations. It 
cleans the rack bars of trash and re- 
duces a former major hand operation 
to one of minor periodic activity. 
With Newport News Mechanical 
Rack Rake installations, one man 

Water users per shift can, under ordinary condi- 


troubled with trash are tions, keep the racks clean for a 
invited to write for 
new descriptive rack dozen bays. 


rake catalog. 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


* 
NEWPORT NEWS, VIRGINIA 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and contruction. > > > 





Tue American Aprraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢« REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 BAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


bi Ford, Bacon & Davis 
Bad 


om 

VALUATIONS Eng CONSTRUCTION 

REPORTS meers RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO e LOS ANGELES 














GILBERT ASSOCIATES, Inc. 


SPECIALISTS 


eupaenee POWER ENGINEERING SINCE 1906 2. ou.ciny and Expediting, 





Steam, Electric, Gas, Hydro, 


Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 
Operating Betterments, Personnel Relations, 


Inspections and Surveys, Reading e Philadelphia Original Cost Accounting, 
Feed Water Treatment. Washington © New York Accident Prevention, 











FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 


Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 
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- PROFESSIONAL DIRECTORY (continved) 





HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











She Hu ljia n 4 Coypourion 


ENGINEERS —— CONSTRUCTORS 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES. 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Besten 10, Mass. “==. Washington, D. C. 
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Pioneer aie SERS Co. 


CONSULTING, DESIGNING AND SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 


PURCHASING “\ fy, INSURANCE AND DEPRECIATION 
CHICAGO 4, ILLINOIS 





231 SOUTH LA SALLE STREET 





m Complete Services for GAS and ELECTRIC Utilities 
DESIGNING « iter af cual’. seaves pri leita rd 


PIPING #* EQUIPMENT 
Complete Plonts Additions or Installations 
ENGINEERS © CONSTRUCTORS « MANUFACT 


every detail geared to more profitable operation 


or details 





SANDERSON & PORTER Sap 


ENGINEERS 
AND 
CONSTRUCTORS 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ill. 











E. A. STEINBERGER 


Censulting Valuation Accountant and Engineer 


Depreciation Studies, Original Cost Accounting, 
Valuations and Unitization of Gas Properties. 
Member 
The National Society of Professional Engineers and The Technical Valuation Society, Inc. 


1309 Liberty Bank Building Dalles 1, Texas 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Re ports—Appraisals 


Consulting Engineering 
NEW YORK 4, N. Y. 


80 BROAD STREET 
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_—— 
ALBRIGHT & FRIEL, INC. LUCAS & LUICK 
FRANCIS S. FRIEL ENGINEERS 
Cas Syeeen DESIGN, CONSTRUCTION SUPERVISION, 
Sewage and industrial Waste Problem io 
niet Rafe ay mr, lndustrial Guiding OPERATION, MANAGEMENT, APTRABALS, 
1528 WALNUT STREET PHILADELPHIA 2 231 S. LaSatie St., CHicaco 






















BLACK & VEATCH ROBERT T. REGESTER 
+ I CONSULTING ENGINEERS Consulting Engineer 
Appraisals, investigations and _ re- HyprRAuLic StTRucTURES — UTILITIES 
ports, design and supervision of con- FLoop Controt — Water Works 
struction of Public Utility Properties 
Baltimore Life Bldg. Baltimore 1, Md. 








4706 BROADWAY KANSAS CITY, MO. 














A. S. SCHULMAN ELEctric Co. 
Contractors 


TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — Power STATION — INDUSTRIAL — 





EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 








Public Ueitity Veluctions, Reports and CoMMERCIAL INSTALLATIONS 
See ee ae 537 SouTH DEARBORN ST Cuxicaco 
910 Electric Building Indianapolis, Ind. ; 

















W. C. GILMAN & COMPANY SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 











ENGINEERS 120 SOUTH LA SALLE STREET 
ont CHICAGO 
7 FINANCIAL CONSULTANTS Agorateala — Reports 
55 Liberty Street New York Operating — Financial — Plant 



















Francis S. HABERLY MANFRED K. TOEPPEN 


CONSULTING ENGINEER CONSULTATION—INVESTIGATION—REPORTS 
MARKET AND MANAGEMENT SURVEYS 














| Valuation — Depreciation — Service Life v D R 
Studies — Construction Cost Indexes — SLUT, oe pl > cs 
Reports 639 South Spring Street, Los Angeles 14, Calif. 






122 SourH MICHIGAN AvENUE, CHICAGO 261 Broadway, New York 7, N. Y. 


JACKSON & MORELAND | | WESTCOTT & MAPES, inc 


























ENGINEERS AND CONSULTANTS ARCHITECTS & ENGINEERS 
DESIGN AND SUPERVISION OF CONSTRUCTION INVESTIGATIONS « REPORTS 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS DESIGN a SUPERVISION 
BOSTON NEW YORK New Haven, Connecticut 

















JENSEN, BOWEN & FARRELL Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Engineers Kindly address inquiries to: 
Ann Arbor, Michigan ADVERTISING DEPARTMENT 
Appraisals - Investigations - Reports Public Utilities Fortnightly 
fetal in connection —, 309 Munsey Building 
rate inquiries, depreciation, fixed capital Washington 4, D. C. 





reclassification, original cost, security issues. 
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INDEX TO ADVERTISERS 


[ The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A K 


Friel, Inc., Engineers Kinnear Manufacturi 7 ‘ 
Taiko. dogedeel Caan tas Kuljian Corporation, The, Esgineers 


8 L 


*Babcock & Wilcox Company, The 
Barber Gas Burner Company, The 


Barber-Greene yo! 
Black & Veatch, Consulting Engineers 


c 


Carter, Earl L., Cogent 

Cleveland Trencher C: 

*Combustion Eagtncering Conpuay, Inc. Mein, Ches. T., Inc.. E 
*Mercoid Corporation, 


D 
& pepe, Inc., Engineers .... 
Newport News Shipbuilding & Dry Dock Co. 


Penn-Union Electric Corporation 
Service & Engineering Co. 
Plate Glass Company 
Pressed Steel Car Company, = 
s Pritchard, J. F., & Company 
Ford, Bacon & Davis, Inc., Engineers 
*Ford Motor R 


General Electric Company 

*GMC Truck and Coach Division 
Gilbert Gasestaten Inc., Engineers 
Gilman, W. C., 2¢ 

Grinnell Saba. 





Sanderson S Porter, a nea 
Sehelma & lw Engi 

eabevty. Francis S., Consulti 

Harris, Frederic R., Inc., 

Hoosier Engineering Company 


! 
*international Business Machines Corporation ... 
Internationa i 


Harvester Company, Inc. 
Irving Trust Company 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, 


*Fortnightly advertisers not in this issue. 
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No other electric 
range offers so many 


features that mean came 
satisfied customers > 


on your r= 
power lines 


@ Only Presteline offers your customers 
a choice of four different top 
arrangements—including the child- 
protecting Safety Top shown here. 


@ Only Presteline offers the largest oven 
of any nationally-advertised electric 
range. Saves time and work by 
cooking larger meals in one operation. 


@ Only Presteline has the Broil-R-Roaster 
with 3-position rack for all-over heat 
penetration that assures perfectly 
roasted and broiled meats. 


®@ Only Presteline gives a storage 
compartment so large—plenty of room 


heo 








for all the pots and pans a housewife 
uses in meal preparation. Plus 
handy rack for other kitchen tools. 


@ Only Presteline offers Automatic Presto 
Deepwell-Pressure Cooker and 
Wel-Com-Up that provides fourth 
surface cooking unit. Optional. 


@ Only Presteline combines so many 
wanted features, such as automatic 
cooking at 3 points, 7-speed ThermOrod* 
surface units, push-button oven 
pre-heating, super-speed oven 
elements, all-welded wrap-around steel 
construction. 


ELECTRIC RANGES AND WATER HEATERS 
Products of PRESSED STEEL CAR COMPANY, INC., Since 1899 Makers of Fine Steel Products 
Domestic Appliance Division, 666 Lake Shore Drive, Chicago 11, Illinois 


#T. M. Reg. U. S. Pat. Off. Applied For 
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bution, transforn 
ating facilities 





